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third step (the first two baing planning and operation) in the v
process of progras implémentation, Chaptsr .2 exasines the impacts of

_social pregraws. Topics include defining the géals and "impacts of
esploy ment-related programs, source of iapact definitions, defining-

vhoze impacts will Le measured, and the listing cf potential benefits
. frew esployment-related -programs. Chapter 3 discusses evgluation
. desiqu. Presented is infcrmation on different designsg, the choice of

an experiuwental group, the timing of impact measurement, collecting
data on iepacts, sample size, and the choice of independent- , )
.yariables. Chapter 4 examines the costs ¢f sccial progxams. Topics
. include estimating opportunity-costs, measuring the ingrement in
costs, calculating marginal costs, and examining the costs of the
first progras-participants. Finally, chapter 5 presents a suggested
"schewa fcr ccrpating program henefits amd costs. Piscussion includes
assigning valve +o future imgpactsz and costs, acccunting for

=7éft§f§§}itiésf and making program decisions. Concluding fhe chapter
is a summary cutline for evaluating the izpact cf esmployment-related
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" .. FOREWORD

kY

Timely and accurate evaluations of social programs are essential
to sound planning and public policy decisions at local, state, and

national levels. The need is clearly évident in the field . of
employment-related programs, which involve the expenditure of
bitlions of dollars and affect the lives of millions of individuals.

This primer presents an approach and methodology for the
systematic measurement of the impact of employment-related
social programs. The primary emphasis is on basic techniques of
evaluation, with references to numerous theoretical and .con-
cepﬁtu‘al issues. This guide should add sigriificantly to the literature
on program evaliation and is intended to assist these who conduct
impact evaluations as well as program planners and administrators
who must make decisions based on such evaluations.

Facts and cbservations asﬁpresentiﬁ:d in this monograph are the

sole responsibility of the author. His viewpoints do not necessarily
represeat ﬁo\sitinns of the W. E. Upjohn Institute for Employment
Research. o :

. o " E. Barl Wright
- Director

Kalamazoo, Michigan
April 1979

(]



THE AUTHOR

Michael E. Borus, director of the Center for Human Reeource
Research -and professor of Labor and Human Resources at The
" Ohio State University, received his Ph.D. from Yale University.
He has been deputy director of the Office of Research and
. Development, Employment and Training Administration, U.S.
Department of Labor, and has served as consultant to the Office
of the Assistant Secretary for Folicy, Evaluation and Rescarch,
the Office of Youth-Programs, and the U.S. Employment Service,
U.S. Department of Labor. Borus is the author of The Econormic
Effectiveness of Retraining the Unemployed, co-author of The
Economic Benefits -and Costs of Retraining, and editor of

Evaluating the Impoct of Manpower Programs, as well as

numerous articles in the. figld of program evaluation.

.



!

vi

PREFACE

i

This book ia\\a tevised version of an carlicr work, Measuring the
Impact of Mahpower Programs: A Primer, written by the present
author and Willlam R. Tash and published by the Institute of
Labor and Industrial-Relations, The University of Michigan-
Wayne State University as Policy Papers in Human Resources and
Industrial Relations Mo, 17. The present volume has been changed
considerably from the carlier primer. These changes are based on
the development of the fizld in the ten ycars since the first work
was written. ‘

Many persons contributed to this volume. The author would
like especially to thank Bill Tash for his carlicr contributions and
his comments on this version; the many swdents in classes
conducted at Michigan State University the University of Utah
and The Ohio State University whose .aestions and reactions

" helped to clarify the presentation; and the many reviewers of the

drafts of this and the previous version—Paul Barton, Thoma:
Bruening, C. Gregory Bufstz, Jdhn ‘Cheator, Steven Director,
Ronald Ehrenberg, Pil Giruberg, Audrey Freedman, Patricia
Greene, Frani Lewls, Canb Mangum, Heibert Parr.es, Bdws-d
Prescot:, Gosia Rehn, Plowim Reudinger, Harotd Sheppard,

Prank’ Shuler, Azrabems Sichler. Ernst divomsdasi, Ralph

. Walkee, Barbara Welnstein, and Alfrad Auck.

7 Thiis beok 18 dedicaten 1o the iyn:mt}fyf;? three men who
introduced me to the cvauanns ¢* suclal programs: E. Wight
Bakke, Joseph Bovuy, ine Clorald G Somers,

Michacl E. Boros

Columbus, i)izié’z

April 1979
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Chapter 1
INTRODUCTION

Whal js Evaleation?

Evaluation is the systematic githening of sl aation w order

10 make choices armong alternative courses of gpaon. Io terms of ¢

social programs, evaluation can be lodked u;mn as the thitd step in
the process of program unpliom gttt (ame Chart 103y The st
step is.planning. Plarining consists of the deﬁmrmn of the social
problems to be attacked and the choice of the course of action to
be taken in the solution of the problems. The second step is
program mmmn& ‘ﬁm is an attemnpt (o solve the problem
through the progre utlined in the plan. The third step is
evaluation which seeks W determine whether the program was
suctest®y) in solving the problemor could be more mcfe’ﬂ‘ul than
t! W‘ﬁg

ﬁ:ﬂ i-1. T Proces ol Fmgmm liﬁﬁﬁiﬁua Lsuéi .

i + Program :
B Pimg ; ° operstion Evalustion
Definition of a An aitempt to Measynng whether
-social problefmand  solve the socal the program _
the develogment of  problem through successfully solved
aprggramioseive fpenfic course fne el ‘
zi}e pfab':m of mmﬂ t problem

kd



Okiviously, there sre links between cvaluation and the uther 1#0
steps in the procesy. Planning must ‘he bazed an informaidon
gathered in past evaluations, Through the s;udy of the snoes b
past programs we develop berer future. means 10 wolvz our

 probiems because we need not repeat errors mede by others, and
we can expand those aspects of past programs which have proved -
10 be successful. Similarly, program operations can be alterAd 16
maximize the ruccessful elements of the program and o remove o
‘change thow [acets which are unsuceessful . 1o this Ay,
evaluation permitt us constantly to improve and ‘upgrade the
quality and mix ﬁi-_mcia! DrORrams iy wrosnhng feetdhace on
successes xnd failuges

Why Evuinaie!

e pegson Torconducling evaliun’ v oot meen nneenfed
Man, a8 a thinking. cational animal wall s 1 chivoie AMong
alternative courses of action o Ay o maamize iy sell heing Hy
systematically gathening Sormsiioh on (e suaaes 3nd ia;l;ge of
His sl ACLOD3, Kt amprrr o ahinie o et tha o thoe helean

o~

a4 nECEy Py
1

(raximizes his benefits) whils giving o 35 fintie
frinimizes his costs) 1n his present and futiee aglns
{n terms of soclal programs, however, theie & usually anotiey
teason for conducting evaluations -~ there are nelernal pressures of
requirements for such evaluations Such pressures arise from the
relative newness and controversialiny of vomial programs. These
programs are large in cost. in nambet of people affected, and o
their percgived abdities 0 dn goodd op harm Construentiy,
cvnluation of secial programs i ncreaningly required by federal
and state legisiation.' These tame factors also have fotced
program opetnion to justify the continuation of expansion of
their program both to theif superiors and 1o the public through
anatytical resuits. Faaily, ol angrations in public sdctor
Y E@!—E:E egibitive (gD fo eensartios maay b found i Sethad J‘g s
MHQGQXEE@#@«‘Q*WE ey o Trasiing A ax arended, Sievon Al
of 00 Rebdbdution As ol 177 2l Epmmiomn 317 : wrmad Ectocprimn A af

. 1683, s amemsind, Fod a8 oroivas o0 fretevgl v alogia st are WG

]
be

o1 & 18)
_ 7_“‘)_,‘%
- e
i

O
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iculacly- Lhc piogtam— lanmng budgeiing ajai&fﬁ '
bas 'i"-'-b

’éiési i:&aé gu‘t the, ptagfams .

_ Pree::ss r_r_aiua:;ﬂﬁmmpars zim manﬁ:f ‘11 wh;«;h 1 pr@gram i

gram. 1t 15 plan oriented-
ried - OlL- &8s "wﬁﬁ; ;00 me bask “that 1‘4‘1& pia‘x musx ‘&e_

P‘rrm:ss mtustmﬁ bﬁgzns with the assumption that in order to
fvs aj‘préhkiﬁf certain_preconditions must occur,* Therefore,
ciypzof oress svaluation (referved to as control evaiuation) is

p-&k,t =

‘“ﬂto test for” ﬂz: existence of these factors. For. exmp]a,% state -

e

- Th.ii ii jim wéf m;gy waaenomis for :!sns:ﬁtﬂg the types {:i nllm.técn Oihers
gm; tb: found in Soriven (28), whote formative evoheiion i dmilar to process evatustion

_m;igeting (ZEB). rzqm:: a greatgr,/_‘

(s :tht!: qu&gaa ;“Haw did the

cisis. prgzg‘ucgs againai Eie gi&h fr::: ﬁlg

" and summaiter sveiuation toughly mrfﬁ;sm:!s to our zﬁ'zp!:? evalust i&n Pe:mmiﬁ}ﬂﬁ -

. bag kn exgellont categorization,

3, inthe mafpmg:m failure, we want (o know “Wat the fges (ihe ﬂ%.m} Eﬁmg of
veas it the execution of the ieal" Proons evalustion weks o determine whether the
{7 execution way correct, which tmplics that the plan was inappropriste. o whethes the

: execution wxs faulty, yo thas the des was not ruly tested,
: 4, Thewe preconditlons may be vpesilied In the plan ﬁm’ ffgmﬂs-g*ﬁ or in zszmmaﬁlr
* mecepred management theory, They erally ook a0 aapecth of the guasnon, Ko ﬂ&h!ﬁa
do what, when, lot ﬁéﬁ amd with how mich™ : )
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éﬁﬁzs “uunally require a bachelors degree and

 apécific training for tefichers to be certified to teach in-the public: -

- schools. School districts are then examined to insure that their

- ‘teachers afe certified. There is in this evaluation the implicit.
-* assumption that in order for youth to learn, their teachers -must
_meet’ the state requirements. Another example would be. the -
. requirement that - the “participants ' in manpower _programs be -
“utiemployed, underemployed, -or economically disadvantaged.

" The assumption is made that in order ‘for individuals in these

‘categories to benefit from training and other employment-related
_ programs, they must be the persons who receive the services, The .

control type of process evaluation examines whether the inputs to
the program meet a set of predetermiried standards.

A second type of process evaluation’.is monitoring.. The
emphasis fiere is on meeting predetermined standards; however,
- monitoring focuses on accomplishments or outputs rather than

inputs. Monitoring would ask such,questions as *‘Has a youngster
‘inéreased his reading level by a full year during the time he was in

. the third grade?" ‘or ‘*Have the participants in employment and
training, progranis found. jobs and increased their incomes?'

Impact evaluation secks to measure the ¢ffects of the program.
It tries to answer the question’ **What difference has the pragram.
. made?” The emphasis is on the changes brought about by the:
_existence of the program. Impact cvaluation seeks to compare
what occtrs, given the existence of the social prograni; to what
would have occurred if the program did not exist. For example,
mpact evaluation seeks to determine how much better-a child
reads. after 4 year of remedial tutoring in-reading as compared to
‘what_his reading level would have been if he had been'left in his
' regular classroom for that period: Itis important to note that we

-are measuring the change caused by the remedial tutoring. We
wish to know not only how much progress, occurred -but also

whether this was more than would have taken place had there been

no tutoring. In the case of “employment-related -programs, we

~-would want 1o know if the income of a’pafticipant was higher

. during or after the program than it would have been had he not
" entered the program. T S o



It should also be noted that impa\x <valuation seeks 1o measure
_ all of the differences caused by the program and is not limited to
only those which were originally listed as goals for the program in
its plan. ‘It is quite possible that social programs will have
outcomes other than those ofiginally planned. For instance, it has -
_been found that while increasing education leads, as expected, to
more productive populations and more satisfied -and’ capable
citizenry, it also is associated with lower fertility rates. '

Finally, strategic znalysis seeks to compare alternative programs
in order to judge their relative efficiency at ‘accomplishing
long-run, large-scale outcomes. Such aralysis migi_'n compare the
ultimate effect on the productivity of the society of an increas; in
expenditures foy primary education and manpower training.
Strategic analysis compares the results of impact evaluations for

. more than one program. , N
- In addition to the type of question being asked, another feature
which distinguishes the types of evaluation is the time period for
which the programn is evaluated. Control evaluation examines the
structure of the program and its inputs; consequenly, it looks at

“information which is gathered during the perivd of program
operation. Monitoring also takes place during the operation of the
program, but it usially will also gather- information about

‘post-program results. Impact evaluation reguires a longer period
of time after the conclusion of a progranfin order to detérmine -

* what the long-run results are. Strategic analysis compares the

results of irnpact evaluations for a varie.y of competing programs
and must wait ‘ntil all of the impact evaluations have been
conducted. / , ‘

_ The distinctions between the various types of evaluation may be

““clearer if we use an example from the medical field:. 2+~

AY R

‘1. A child is born. We check that the nursery is clean and well
"staffed by trained personnel, and that the child is fed on a

regular schedule.” e

This is control evaluation. It examines inputs to the process and

_measures them against standards of necessity.

.



. 2, Asthe child grows older, we periodically measure its height and
- ' - weight. We-also see if the child walks by the time he or she is .
" two yearsold. - | . . T ‘
~  This is monitoring. It examines progress and output against
‘predetermined standards of what should occur. ’
3. The child is innoculated against various discases. We wish to
-measuge whether the innoculationr has led to @ longer and more
© . productive life. R T
. This is impact evaluation, It relates changes, in outputs toa
changg in. the inputs. : ‘ B :
" 4. An evalugtor attempts to determine if an expenditure on public-
-health supervision, primary medical care, or medical research is
" the most efficignt way of ‘extencing the longevity of the
- population. : o B

- Tﬁls is strategic analysis. It compares the gefﬁ;‘:iéncy of

" alternative strategiés for accomplishing a goal. ~ .

WhoEvnlunlsT . o .

Types-of evaluation may also be differentiated by the kinds of
- agencies-that-conduct- them and the usesto which they are put. *
‘Since. control-evaluations basically deal with whether prescribed .
+ __conditions exist or do not exjst, it is the easiest type of eviluation
" .to conduct and does not require an intimate knowledge of the
_* .program’s operations. Thus, it can be conducted by individuals
 outside of the program, usually b§ acconntants and auditors. This
- type of evaluation is often associated with the.General Accounting
. “Office (GAQ), the “‘Federal Representative” who reviews -+ -
* programs, and other ‘‘outsiders” who usually attempt to ass: .-
. programs quickly. On the other hand, monitoring usually involves
.-the program operators or members of the program’s administra-

" tive- staff since one of the basic purposes of monitoring is to
- lprovide the program operator with-early feedback on his successes

—:_ find" failures. Monitoring questions. are often built into the
program’s management information system.
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Impsct evaluatmn is usually done by an externa‘l agency Most

prc»gra.m operators do not have the skills, budget, time, or interest - - "

necessaijy to conduct impact evaluations, Further, internal
cvaluahéns may give the appearance of conflict of interest. Hence,
. contra cts for'such evaluations are often let. by federal agencies- to
{wate researchers or umversxtxes -

Strategic aﬂalysxs can be conducted only at the hxghest levels
since »lt compares programs that cut across norma.l agency and-
Jmsdlcné‘n&l lines. For instance, in the'federal e‘xecunvc branch, .
the Office of Management and Budget (QMB) performs this
fuﬂcﬁan In Congress, the House and Senate Budget Comuhittees

. are. espnﬁ'slble for allocating funds across broad subject areas, |
while the Appropriations Committees divide the funds among
competing programs, The Congressional Budget Office (CBO) is
icha:ged vnth pmwdmg the analyses on whmh these decxsmns are ’
made : ; .

Qrgnnizsﬂon of Thls Pﬁm;r

Tms pnmer is eoncerned with impact evaluatmn, process
evslustmn is already cﬂvgred well in other works,® and we shall

A nat cover strategic-analysis Since our-purpose is to introduce the
reader to the basics of ‘evaluation_techniques.. In addition, the-

pr;mer concentrates on questions dealing’ with the mechanics_ of .

‘ cctlnductmg evaludtions and ormits most- of the thepretical
discussions wluch«have occurred 'in the field of evaluation -
- (althaugh teferences to these discussions are provided). Whlle the
teehmques for cva]uatmg social programs are not difficult, most .
past.evaluations have not included all of those basic c@mpﬁnents

e necessary to arnve at rehable policy decisions. By gmng speclal

I Toe . ) . . K

e 5 Th: typﬁ cﬂ‘ tmluatmn are a\iwauﬂy not, mutually exclusive. As noted :a:lier. in the
r;ase of a failure (determined by an impact :valuautm) we want to know: whether ‘the theory
Gf the plaﬂ or its ::emtinn was faulty (which requires process evaluation). If we have a -
ﬂuccexs (again using an xmpact evaluation), we will want to make sure that the success was
due to the plan bemg followed and nm torfome deviation from the plan



e‘mphas'is"tb the areas mwhleh past studies have failed; we hope’ to
present an elementary discussion which will help correct the
- apparent deficiencies in those past studies.
"%‘Read;ers can best use this primer if they attempt to test their -
.- knowledge and make use of it as they g6 along. To encourage this
. approach, exercises are included at the end of each chapter. We
" also’ suggest that readers:examine several of the studies cited in
each section.. Bach of these’was selected because it presented

. .. .

- theoretical arguments in greater detail than was possible in the’
‘space available. Hopefully, this primer, together with the exercises ,
~ "and references, will serye as a jumping-off point in the evaluative
. 'process, permitting evaluators to develop théir own analyses
»without committing the same mistakes that have marred earlier
 studies, , i i -
AR f
Chapter Outline - .
- **The purpose of the evaluation process is to provide policy -
makers with the basic data necessary for them to make decisions
wisely. - Impact’ évaluaticm& of social programs examine - the
long-run outcomes and’ viewsuccess and. faihire in these terms.
They should provide five-essential sets of information. First, they.
_-should provide the data necessary to determine if a particular
- program should be continyed. " Second, they should _detérmine
~ which of alternative programs achieve the gréatest gains for.a
~ given cost. Third, evaluations\should present information on the .
© components of each programand the mixes of components which
are most. effective for a- given “expenditure so_ that maximuin

.‘operating efficiency can be achieved. Fourth, evaluations should
“provide the fifst three types of information fof participants with
_ different characteristics so that a decision maker inay determine-
which individuals are best seryed by each program. Finally, in the
~course of evaluating existing programs, data should be gathered~
‘which will suggest new methods for attacking social problems.
Few impact evaluations of social ﬁ’r'qgrafms have provided all of
this:inforination to date. - L
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® . One of the major problems in the evaluation of employment-
relatéd social-programs is that these programs encompass a wide
variety of desired outcomes for the nation’s workers and potential
workers. Generally, they seek to- improve the. employment
situation of the program clients, and irl this way to-better their
economic, physical, and mental well-being. The programs. also
seek to increase the productive ability of the nation’s human
 resources’ and. to reduce poverty and social dependency. These
~ goals, however, are broad and difficult to operationalize. As a
consequence, evaluations of employment-related. ograms ofter
‘have been narrow in focus, usually limited to the most obvious

effects of the programs such as the average increment in earnings '

-of participants or, .the number of participants placed: in
_ training-related jobs. Other less apparent but possibly important
. impacts have frequently been ignored. Therefore, our first task is -
.- to define more of the basic objectives and impacts of employment-
telated programs and attempt to -establish criteria to measure
. -these. ’ ’

Other problems which have arisen in social ifﬂi::act program
evaluations revolve-around the question *“Whom do employment-
related programs affect?”” It appears-that past studies havé
: excluded, often ecduse of a lack-of data, many persons whose
labor markst ¢xperjence was influenced by such pragrams. In
Chapter 2 we point out some of the other groups that should also
be examined. R :

~.  The designs for measuring the success of employment-related
-programs in past studies have often been weak. Many of the
problems haye arisen in the use of control or, comparison groups.
To estimate the effects of a program, it is necessary to compare the
. experience of the program participants with that of some reference
group whose' experience can be said to represent what would have
happened to the participants in the, absence ‘of the program,
Unfortunately, results of past studies which were contrary to the
. prejudices of policy makers have too often ;beén;/dismissed.oii the:
grounds of noncomparability between-progrant: participants and
“‘¢ontrols.” In Chapter 3, we present a proceduré designed to
solve the comparability problems. We also supply descriptive
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" informationjon possiblg'soufoés of data which might be useful for
.- Theasuring fihe benefits }ef employment-related programs.

o "iﬁépfqﬁglém&f ‘involved/in measuring the costs of. social

programs' have been similar to those involved in measuring
. /program success. Past studies often have not measured all of the
/ appropriaté cdsts, have inadequately selected control groups for
/" cost analy$is, and have ignored some groups who incur costs.

| These are the issues discussed in Chapter 4. -
" A final problem which has. limited the usefulness of many

previous evaluations has

been the lack of ¢omparability in the-:

* presentation of the results of these studies. Chapter 5 presents a

sﬁggesggd schema i‘mi comparing program benefits and costs. We
also suggest in that chapfer & number of technical aspects which
have. often been lackiig in previous studies—tie ‘use /of

multivariate analysis to Eg@at& the influénces of the wide variety
of poasible determinants of pragram su&eegsi the use of marginal
analysis whenever possible, and'the methods for projecting and
‘of the. programs.: Finally,.we'present-a -1

" discounting future effects
summary -outline of the
. -~ chapters.

pracedura_l"aé?eps dischissed™in éarlier -
- . . L7 ,-~\"«, .
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Exerclse 1-1

Labe! each of: the E‘aliawmg types of evaluation questions as
pracess (cantml or momtonng); impact, or strategic analysxs

i

1. Dn all vcx:aﬂonal re‘habxhtatmn coun;tiors havg degrees in

" counseling?

2. Docs each studcni welder have 15 square feet of flcxcsr spac:'

3. Are vocational education prcigrarn gmduatcs placed in jgb
which make use of thg skills teught to them in. schoﬂl? s

4, Are no more than 10 percent at‘ reglstrzmts in a "hnldmg
status’’ at any pamt in time? -

- Has a pubhc servmg job increased the income of the pcr§on

lured? '

6. Dees vacatxgnal rchabxhtatmn lead to happier, meE satisﬁed
“clients? -

i

7.1s Lrainmg or wgrk expenence a batter way tg increase emplczy-
" ability of youth? : :

L



o THEIMPACTS
_~OF SOCIAL PROGRAMS

¥

" Defining the Goils and fmpacts.
 'of Employment-Related Programs

- Employment-related social programs may affett many persons
“and institutions in a varicty of ways. Some of these are direct
~ benefits, which are planned. We define those cffects which are
. objectives,of the program planners or Operalors as “program
 goals.”! There usually are many other possible effects of these .
~ 'programs which, are not anticipated in the program plan-either

‘because they-are side effects or occur to persons who ‘are not

-directly ‘involved in the program. Some of these are positive

outcomes; otfiers may do harm. These unanticipated effects,

~ .together with the program goals, we call “‘impacts.”" Thus, as’
'shown in Chatw2-1, program goals are a subset of the program'’s

Impacts of Employment-Related Programs
o " Goals T
Lo -~ other-
i e POStiVE
negative - . outcomes

W c

LS
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- . In our opinion, an attempt should be made to measure all of the
impacts and not just the goals. Rationale for this opinion appears
below.” R 7 ‘ 4
Final, Yersui Intermediate Ontcomes us Impacts

Y LN : . "

" In considering imoacts, it is useful to distinguish between those
which are ultimate objectives and those which are only
intermediate steps to achieving those objectives. For instance,
higher annual easnings for participants may be the ultimate goal
for a prograsi; intérmediate outcomes which are sometimes
examined to measure this goal ‘are increased .wage rates at
placement and increased number of persons placed in training
related jobs. The intermediate outcomes can be differentiated in
two respects: they occur sooner and/or they-.are only partial
measures of the impact, : A

Thé need for a time distinction is obvious. It is usually
.necessitated by an inability to wait until al of the consequences of
program participation  have occurred. (This is natural when
programs can affect the entite lifetimes of participants.) Thereisa -
danger, which will be discussed further in chapter. 5, that early
results may not be indicative of longer term conssquences. Shortly
after the program, the participants may find themselves at a
disadvantage if they have been taken out of the labor market for a
substantial period. On the other hand, they may have gained a
short-run _advantage by making specidl “contacts during the
. program. - :

More seriously, intermediate outcomes may not measue the
same factors as the ultimate abiective Forinstance, the absence of
higher wage rates. may not mean annual earnings are not higher
since the program may increase hours of employment. Likewise,
_ perfons may be placed in the jobs for which they were trained but
" these jobs may pay less than other jobs which might have been !
held. In these cases the implicit assumptions that the intermediate
outcomes were identical or highly corrélated with the ultimate
objective - : not correct. ' ’
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For tnese reasons it is useful to define impacts in terms of
“ultimate abjscﬁve;; whenever poaaib!e Simxlaﬂy; care should be

] d ‘1& = — Y ﬁ ¥ E ]
= measurement ohrrdnio use thosr —hich

; mast ;iosdy reﬂe::t ‘the ultimate objectives. The further removed

what Is belng measured is from the eventual cutrome, in concept
- and in time, the greater will be the chance of inadequate of
improper estimates of the true impacts.

© The first order of business in conducting a5 impact evaluation 15
to define the broad impacts and the mote specific criteria which
. may be used to judge the effectiveness of the programs. Where do
we find these impacts and criteria? : '
The obvious place to bein is with the goals as defined in the

legislatiod of cstablished programs to see what the drafters . -

thought the program would accomplish, Unfortunately, this very
often leads to statements that are difficuit to operationalize mth
criteria. For instance, the Compichensive” Bmployment snd

Training Act of 19‘73 (CETA) had the following S!“E’? satof

Purpose:

It is the purpose of this Act to mfmdz n:b training and’
employment opportunities Yor economically disad-
vantaged, unmp!syed. and underemployed persons,
and to assure that training and other services lead {o

" maximum employment opportunities and enhance self- .
sufficiency by establishing a flexible and decentriftized

. system of Federal, State, and local programs.,

This statement . describes the  organwzation “of the program
- (decentralized), the type of participants {unmp}oyﬁd undegem-
. ployed, and economically disadvantaged persons), and the types

of services 10 be perforaied (job training and employment), but is,

vague as to the outcomes (o be achieved- {maximum employment
opportanities and enhanced self-sufficiency). A review of a few
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azher ‘pieces of !:gisiauea will indicate that this iax:k aY clearly

stated legislative goals is not the at:;fmmrs

5 ¥ =

Other ;num 0! 1NIOMMALON On POiGiite Z”up“” it it
legistative hearings held prior 1o the establishment of the program
and the hearings beld on appropriativns. Again, however, one 13
usually lefy with vague statements of overall objectives. Moreover,
the goals of a program may change over tmie from thase originally

qated in the legislatve process. For instance, the Manpower
Development and Training Act of 1962 was originally passed (0
combat displacement caused by automation, but several yeass
{ater it was used primasily as a program Jor integrating Thinority
groups into the labor-fotie without changing L‘ﬂf legasiation,

One can also wurn fo the opzratofs of the program. program -

clients, and other potentiad users of the & Puation 1o ohain their
perceptions of the program™ goals. 1t is :mporant to note,

however, that the goals of program cliznty are likely to be highly '

individualized and lirnited to their. personal desires.” " Likpwise,
programi managers oiten think more about the services which they

. must provide and the fechniques for provuding these seivices 1han

about the immpacts of providing Ui services. Therefore, the
suggeitions bath groupt afirr are niren incompleze and narrow in

thelr viewg-mﬂ
- The agency ﬁlﬁﬂ“‘!g !hf-‘mimmm alser may offer recommenda-

tions on which potential rnpacts 1o consider. A problem with
relying on s soufde o define the ohjestives 10 be stisdied is the

possibility of being co-opted. Scriven {29} argucs for “‘goal-free

evaluation’’ where the evaluator selogis cyhe oritenia for evpluating
a program siampltxglv md*p‘:mﬁmlg@ e:pi the program staff.’ Sﬁﬁh
independence, nowaver, Ay gl P € raiuiiui L ENTE
gonls and criterfa. Know g the goals of 'ht stafl nesd nm

necessarily bias the evalusiod

T Farane eliges i‘é!ti‘f{“‘i\}&r*tg £y P
tal Congron reopgnind the vagwosen &l
1938 There they sited & priase taving CETA 20y
E : : sty dimadvastaged usengti

u‘*hi‘"*ﬁ"“' ayeed

T Aoy R ipteivirm i A4l 1%
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Smst m sources are Himited in ther ﬁbiiﬂ}v 1o supply ih{.
! :ﬁlusxar with all of the impacts to. be examined, it is incumbent
. on him to think of all tbe possible arras in which the ?tﬂm
could concelvably have an effect. Inat many o1 wicse wii oot oc
- siated objectives for the program is not important. For exainple,”
- there. i§ Qﬁhlﬂj in the CETA legislation whick addresses the
program’s effects on worker health. Yet. CETA may have an
impact in this. srea’ because: 1) program pasticipants have
increased coptsct with social service sgencies; " 2) part. of the
additional iricomes may be spent on health scwicgs if the program,_
is successful in raising worker intonies; and ‘3)u’ substanval
portion of the training under the Act stk be in the area of health
services. Thus, while health wad not mentioned by the auihm‘s of
‘the Act, it ‘might be very much affected by CETA. The impact in
this area mny be consideved:very important by some prople ussn.g
-~ the ;}fugram $ ﬁﬂﬁﬂﬂﬂﬁj for decision: making.

As a iﬂlﬁil mh}; T much oetfer 10 ;Ll!ﬁpi 0 measure
impacts which prove not to exist than 1o ignore fm;xar:es which do
exist. There are two reasons for this. Fust, both the political and

-eonomic scene may change as time, pasies, and the goals of the -
program may change 33 was soen’ with  the Manpower -
Development and Teaining Act of 1962 1€ the new goals were not/
included in the evalyation, it may now.be worthiess since it will not
answer the questions tmng asked \under (e new s.anﬂitmas

" Second, since models of the labor markel wre very incomplete,

- they ate unable to predict with cerainty where the impact of

* various employmenit-related prograros will be felt Social scientists
‘are unable to mode! al! of the relationships or to slate what the
-effectof a hmieulaf action sfdl be. As more-and more evaluations

4 LS £ . anii?
wic LOLGW.EA ﬂ-lv}kf 33 5 wids ovansy o 1w ikt ’ﬁ‘“”*”" fe

examined, the models will undaubmd&y ;rﬁ-ér ave,

Thus, while it is valuable to determnine who will be uiing the
evaluation and what its uses ase 10 be, geiting .mplete insights on
the success of the programs under svaluation usuaily makes il
imperatlive to go beyond these considerations and 10 include all of
the possible impacts. Great care should be taken before an
' igb}gﬂive is- cﬂminatz:d from comiderauon due to the pam:ula:
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_interested in aggregate changes as well as those directly affecting
them. Likewise, the effect of programs on individuals and

emp!nyers will determine in part-the ;*mgrams success in terms of

. society. Increased employment of participants in programs is

likely to'improve aggregate emplovment. and improvement in the
production of individual firms mey leag 10 ncressed aggregate
praduction.

There alsa may be some overlap among the goals of each of the
parties, For instance, the reduction in an individual's unemploy-
mient may increase his earnings as well as decrease his feeling of
Asnendency. Sines the effecte mav have indenendent importance
ur the individual, we believe that ali should be considered.

A,

Thete ‘may ke conflicts, however, among the goals of the
different partisy and among various goals for a particular panty.

Thus, we szﬁay*ﬁné that a program which improves the income of

the participants is very costly to the government or that a program
which is highly efficient 11 increasing aggregste production leads -
10 greater zstquu} in the national distribution of income. These

canflicts of ogrim achivvements raite the problem of

ranking the nbn&tme:s ﬁf each of the parues and of derermining

which pafty's goals have presedence. While on a theoretical level
ane can argue that societal objectives should be paramount, the
gvafualor r‘zmsz be g realist. He f-‘mu;fj recognize zhat Mo rewards
iniegzsted

1t uc?:mumng Fhf; s122, :%:apti

and Jestsof Hu};a'}nnmu

partics may play animporiant 19

and even the existence of the programm. For instance, Siﬁf:-t these

mEsm e aep Hi ':33% i*rf"\ié.k \:' if programs ‘&h§f§‘ : HT!‘SE!
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ftﬁl; who participates, and who manages the programs may be

. a¥-important politically as what they do. Thus, the effects of

employment-related programs through their positive or negative

impact upon voters or campaign contributors may be extremely
important to their political; survival. :

Even if we ignore these political considerations, cinploymein
related programs can indirectly affect a number of peopie. For
instance, employers will face a_ different labor supply and
nonparticipants a differcut demand for their services if a’program '
is successful in training large numbers of wagkers for a particular
occupation. Unions might face a variety of changes if the program
imtroduces a number of workers from minorty groups of cultural
SEagkgrsmlds previously unrepresented in the plant. The families
‘of participants may be adversely affected by the costs which they -

. have to bear while the participant is in the program but may

_ benefit if the program successfully increases family income. To'
concluce this discussion, one should consider the categories of
persons who possibly could be affected by social programs as well
as the many ways in which these programs could have an impact,
Listing of Potential Benefits~ ,

From 'mpipjmem—ﬁeiated Programs

To facilitate the choice of impacts to be studied, we present lists
of potential benefits for society, individuals, employers, and
government. We feel that all employment-related programs can be
judged in terms of these impacts, but simultaneously realize that
each program will have a different methpd of reaching. its
objectives and will put a somewhat different emphasis on each of
them. Further, because it is ‘our hope and belief that the positive
results of: most employment-reiated 7, Qgrams will exceed any
negative impacts which may oceur, “hur discussion of impacts is
stated in terms of benefits here and throughout this book. Finally,
the list is obviously not all-inclusive. It should, however, provide
many of the -most jmporiant outcomes of emglsymergivrelated
programs. Below each benefil we present operational criteris to
measure the success of an employment-rejated program in meeting -
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the c:!:jgctzve These ‘criteria are presénted as examples Df the -
measures which could be used. Again, the list-is not meant to be.
all-inclusive. -

‘A BENEFITS FOR SOCIETY i
1. impmved Equity in the’ ﬁétributiﬁﬂ of Income and
Employment, Especially for Target Groups.’

a. Inc‘reafed Incomes. The increase in the income af target
group members relative to some stated goal such as the
average mcnme for all workers. :

b. Increased Employment. The increase in the perceptage
of time in which all target group members are employed
and the decrease in the percentage of time in which.they
are unemplayed after the program, relative to the.
averages for all workers. A less useful measure because
of seasonality and time trends would be the increase in

- the . percentage of target group - -members :who™ are
empl(syed at given times relative to a stated goal.

2. Increased National' Production.

The increas~ i1 the Gross Nauanal Product (GNP) which
should approximate the sum of the changes in earnings of ~ /
all persons affected t{y the program, including persons who
are not, program participants.

* 3. Reduced Unemployment. . C

The decline in the average percentage ‘of ume in whlgh
| persons affected by the program, mgluf}mg nonpartic-
~

[
3. Groups which mlg.ht be considered m;

a. Persons deflned as economically disadvantaged.

b Members of minorities (Blacks, Native Americans, Hispanics). .
¢. The handicapped {physicaily impaired, mentally retarded, mentally ill, alcahal and |
" substance abusers),

d, Grotips with high unemployment rates (xeenﬂgcﬁ lhE aged, ex-offenders, school
dropouts).

¢ Groups receiving gn.remmgm benefits (wellare recipients, untmplgymml insumm:: P
claimants, vgterans).

f. Others (femile heads of~houscholds, farmers, persons in dgprﬁsﬂ gmas. the

unmp‘lny:ﬂ and the undmmplayed) . .

3
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— ipants, are unemployed after the program. A less useful
measure because of seasonality and time trend ‘would be
the change in the percentage of these persons who are
unemployed at given times.

4. Increased Social Satisfaction.

a. Increased Satisfaction with Social Institutions and

" Increased Soclal Participation. The increase in partici-
pation in political activities of persons affected by the
programs. The improvement'in the average scores on ,
scales of attitudes toward social institutions, such as
schéols, police, politics, and welfare agencies.*

b. Increased Job Satisfaction. The improvement in average
scores on job satisfaction scales.’ '
~ c. Increased Overall Satisfaction. The increase in average
scores on social indicators.* '
5. Stable Prices. | ,
The stability of wages and prices in those industries and
- occupations in which persons affected by the program are
employed relative to average changes for all wages and
prices.. Special attention should be given to ‘‘bottleneck’
; lindustries and occupations. .

6. Reduced Antisocial Behavior.

-The reduction in the number of persons affected by the
program who are arrested and convicted of crimes, who
participate in riots, or who are involved in other socially

= unacceptable activities. Reduced recidivism rates’ and
parole revocations for former inmates of correctional
institutions might also be utilized.

4. A volurge of political scales should be consulted such as John P. Robinson, Jerold G.

_Rusk, and Kendra B, Head (26). . :

i 5. For a compendium of such scales see John P. Rabinson, Robert Athanasiou, and

. Kendra B. Head (24. . _ :
6. For these measures see John P. Robinson and Phillip R. Shaver (23).
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. Reduced Depend;ency G}\Govemmem :

" Thé reduction in the number of persons who receive public

assistance and unemployment msurance, the amount of
each received, and the proportion of time these are
received. Psychological scales of dependency might also be
used to examine the degree of dependency as perceived by

persons whom the program affects.
' +

Increascd Valuntary Leisure.

The reductmn in the number of hours worked to canﬁ:rm
with individual desires. A secand measure would be the
reduction in the propartmn of persons affected by the

. program who work more than they desire. Finally, the

10.

11,

" program participants. . ,

improvement in scores on an attitude scale measunng
satisfaction with lasure might be examined.

. Imprcved Farruly Life.
. The reduc:tmn in the proportion of pmgramsaffected

persons whose family lives are negatively altered (through
divorce or desertion). C‘hangea in attitudes taward other
family members could also be exammed

Reduced Dlserlmmatlon and Impmved Race Relations.

The proportion of persans aff‘ected by the’ program \yho
improve their behavmr toward persons of angther race,
ethnic group, age, and sex.

Impmved Health.

The average improvement in the nutritional level as' -

- measured by changes in the amount of food consumed and

its protein content. The effect on health can be measured
by the reduction in average number of days sick, the
proportion of ‘program-involved persons with emotional
problems, and the value of health services needed by

=

a
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12. Improved Housing. |
The average improvement in the quality of housing based
on the Census definitipns.

i

B BENEFITS FOR INDIVIDUALS
[
i 1. Increased Incomes.

~ The average increase in the ingomes of participants. The
income increase could be-from either increased employ-
" ment or higher levels of productivity. Separate calculations
-may be made for various groups of participants.

2. Reduced Unemploymenit.

. - For various types of program participants, the reduction in
the average percentage of the time after the program that
. they are unemployed. A less useful measure because of
seasonality and time trends would be the reduction in the
percentage of different types of participants who are
unemployed at a given time.

3, Increased Satisfaction., . _ »
s T oa _ . b
a. Increased Satisfaction’ with Work. The average 1m-
~ provement in scores on job satisfaction tests by different
types of program participants. 7
b, Increased Satisfaction with General Conditions. The
increase in average scores on ‘social” indicators by
différ;nt types of participants. '

4. Increased Social Status. ¢ .

The improvement in social and occupational status of
. participants-with differing characteristics as measured by
socioeconomic scales. :
-8, Increased Voluntary Leisure.
The,,,im:rease in the’ averagie number of hours when work is
not sought of desired at the going wage for different

groups of persons affected by the program. A second

33
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measure would be the reduction in the proportion of the
groups who work more than they desire.

6. Rediiced Dependency.

The reduced pmportmn of dlfferent parucxpant groups
who receive public assistance and unemployment insurance
and the reduction in the amount of each received. The
raduction in the degree of dependency as perceived by each
group could also be examined. Scales of dependency might
be used.

7. Improved Health

. The average 1mprovement in the nutritional level af
different types of participants as measured by changes in
.the amount of food consumed and the protein content in
_their diet. The effects -on health can be measured for
" different groups of program participants by the reductions
in their average number of days sick, the proportion with
emotional pmblerns and -the value of health semces
provided to them.. )

8. Improved Family Life. _- ) i

The reduction in the pmpartmn of program- -affected
persons. whose family lives are negatively altered. Changes
in attitudes toward other family members could also be

examined.
9. Imprnved Housing.

The nverage increase in quality of housing of pragram
participants with different characteristics based cm the
Census definitions.

C. BENEFITS FOR EMPLOYERS o
1 Jobs of Speciﬁc Employers Filled. - \

s
The proportion of participants accepting )obs in *‘bottle-
~ neck” . industries, in occupations where wc;rkgrs are in’
- short supply, and with particular employers. The number
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of vacancies and puiglic Employmem%grvicc job orders
filled, by jndustry and occupation, are a second measure.
2. Jobs in Particular Areas Filled. - |
The number and proportion of participants who find
employment in labor shortage and/or depressed areas. The
reduction in the number and the length of vacancies and
pnfilled job orders in Employment Service offices in these
areas could also serve as a measure.

3. Impmvéd Productivity of Panicula{!
‘ mployers’ Labor Forces.

The increase in average ‘output per hour worked in firms
which hire program partic;ip'éms. This might be shown by
" . the improvemeént in the average level of achicvement O
work sampling tests for the employers' work forces, Also
the change in the years of school completed for the work
forces of specific employers and changes in their

© . kriowledge level as measured by achievement tests could be
- examined. ’ B ' S

D. BENEFITS FOR GOVERNMENT OPERATIONS

1: Reduced Costs of Governmient Operations.

: The reduction in the proportion of persons affected by the
~ program’ who receive public assistance, -unemployment

_the services of CETA, Vocational Rehabilitation, the

“Employment Service and similar agencies after the

programs. This should be multiptied by the feducﬁq\rﬂl in

 the average time spent providing: services to these persons.

;- by each of the _agencieséinvclve;! and thé cost of these
.. serviges. SO T ' ’

insurance or.other transfer payments, Of who need to use -

* 3. Reduced Transfer Péymentsg

The reduced amount-of unemployment insurance, public - -

assistance and other. transfer payments reccived by the _ -

prograi participants. Changes in public assistance paidto "
other family members should also be measured.

uoL
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3. Increased Tax. Revenues Thmugh an Increased Tax Base

The increase in the taxes paid by persons involved with the
-program. Separate calculations should be made for
federal, state, and local taxes. The federal level should
include personal income, excise, and social sec urity taxes,
and local and state tax measurements should include
incoine, sales, and property taxes.

4. Increased Number of Persons Availalite for Military
Service or Other Public Service. -

The increase in the proportiod of youth who are ﬂ'las%ifficd
as acceptable for military service, Pe:;‘zgc Corps, VISTA,
similar types of public geryios

Blscussinn of Cﬂieﬂs

3

The actual measurement of the impacts is a difficult but
necessary job. Consequently, some discussion of the rationale for

' those criteria appearing in.the list above may by useful. Because

economic criteria are much better defined at this time than are”

“some of the others and therefore easier 1o measyre, we. will begin

with Lhem. . .

Emp!ayrn:ni-rzlazed prcgrams ‘are dxrected at improving the
earnings of pragram participants for at least three reasons. First,
as skills are 1mpmved the productive -capability of society is
increased (i.c., the improvement in skills of !hc labor force will

-permit society to_produce more). In the -various types of

employmemsrelstcd programs there are several techniques used i in
the attempt to iricrease pmducsmw The CETA Title i,

Vocational Education, Vocational Rehabilitation, and WIN
' programs pmwde skill trainirig and/or basic education in an efiont

to increase the productive abilities of participants. These programs
also contain components to increase marketability by. providing
useful work habits and experience. They, along with the
Employment Service, also’ provide labor market information,

. including information on where jobs are available, in order that

appht;ams may better match their skills with the demand-for Lh:m

i :}U- ' ' | ] L
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Next, the impact on earnings may affect the income
distribution. Again, higher productivity provided by employment-
related programs should lead to higher earnings——the concept of
. investment in human capital. Depending on who the recipients of
the programs are, the earnings distribution and, subsequently, the
income distribution. moy be altered. if, as .is typical, the
earnings-increasing services are provided primarily to the poor,
the distsibution of income may be lmproved.

Finully, society appears interested in improving the earpings snd
-employment of particular groups i the society because of the
belief in the “Protestant. Ethicl" Society appears intent on

-replacing welfare with work and placing a positive value on -
. income earned us opposed 1o incoine from other sources (at least

" among the poor). Insofar as the employment-related programs are
dirgct@dﬁ‘;peciﬂe'gr‘?ugs:wha are poor and likely to receive
transfer payments, the achievement of higher ‘earnings and ..
employment for them is looked upon as a benefit of the program.
' -How are these benefits 10 be measured? In the case of the
change'in society’s production we assume it will be equa! to the
increment caused by the program in the productive ability of the.
program participants.’ Since it is difficult to measure productive -
ability directly, the evaluator must rely on marginal productivity

“theory which says that the increment in the rparginal individual’s. -

~output is equal to the increment in his wage, assuming perfect
competition. Thus, we can say that cmplgygxm-relgled programs

intrease the output of society in an amam;fmua! to the increment
in the earnings of the program parucipants, given certain

assumptions such as perfect knowledge and mobility and full

employment.* This {ncrement includes the increase in total

~ compensation—fringe benedits as well as wage ot salary paymenis.

N ﬂﬁiétﬁ 5, glirrmative pousibilities w1l be offoet a

s = F

2. Anciher Increment in sociery's cviput ingy aid fom the produtton of progads
participants while they are in the program  Tof pnample, prograime shich provide
employment in order (0 give work cyperience o7 orvihe-job 1raining produce goods and
services 55 part of the process o the programs themulvel. For nmplicity, we label allgaing
 which oocur sfter the progrfm’s conclusion as benefits and all pns which oeoy during U
program as negilive cons. '

C 3
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s typically very defficult, however, Lo £al prourate mrasures of
the value of fringe benefits on an indviaisl basis, b sn elion
should be made. We usually find thar {nnges increase with
earnings and are somewhat more substantial 4n umon than o
nonunion plantd The calculation of theinctiement in carnings alio
is before taxes and should include tax contributions by the
employer ot vidual’s behalf. Changes in the level of

P f 5
B oswrmecafd Taasesy Phoa amrcLsRaare Fipaegicd oM S e

included in caleulations of the effects on prodychon und

capability since by definition “nov Wre mavments v e
service has been performed.
Examination of the effects on wncome distrihution=snd 0y

welfare clientele will require different calculations. In dixgusanm
of aggrégate production, it mads oo diler: ‘
were intreased, However, when we consider income distribution
snd increasing the earning abiiity of the poor, we are Interested in
the specific increments for this group. For exampie, a ihort course
in waiting room_management might allow, dociors 10 80 more
patients per day and increass the physicians’ incomes. This
increases aggregate production posubilities but affects the
carnings distribution by skewing 1t cv2n more to the right and does
little 10 take individuals off of the welfare mlls Therefore, the
amoun! of increase in earnings for specific target greups must be
measufed when the distributionat and welfare impacts of s0<1al
programs are conisidered In addiion,. whereas the social
caiculation of the production capability impact did not indude

transfer payments, transfees ovier heoonslndad on fonking at the

fmdil 313
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distribution of income. Likzwier, concern <hold te with the

F3

income distribution after taze and not before

receipts and expenditures
government expenditures. On the
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inbrease the incomme and excise taxes that thess individuals 1oy

Motegver, {38 individuals are presemtly paovided With o b
sprvices which lead to higher eamnings, future U semmental
eqpenditures on their behalfl «ii! pie recfuced * Hence, thete can [
sizable impacts of employmen(-related programson the gonérn:
melLwhen ons views the governrm ot a1 #n SLOBAMIC ERTY which
alienpis 0 maximize the returns o 3 TEWIUILES

that Cangres: grd many indee o lonk  dnen

DrOETEINS.

Unare are olhet eoGaong herriiny 1o ot 1
and the individoal. These however, are nlifed
Jhe extent that employment -telated program: iead 1o
iy may make for a mote prodadtive lakor fnoie
pine EatTilIRS @I Tmrepmead  crieee mmay Pe spet e thereiy
reduring government and societg) oxpendiurer 107 UITWUG
prevemrion and law enforcement agemaiss :
reducier v the neeg for soAl srvict JgERs
1o berter fapuly bfe through increited eaft.ngs :
.ndirect effects expards the produst:on peagiyililad for sty By
either improving the resourees of ted o e 3078t '
resourees. The measurement of theie nduee
Reraesver, ADDEALS 10 be beyond ht o ot o
This 4 at least parually dus NER
recently Thegull o KL & wos :
programs on tush facton & magltr o omr3nI A0

Thate are Ay
prmployment-related Progiaiis, A s s Fre mm impos
who participale in he prOFETS T vip o fiem made Al
thew im itat 4

o= A sbe s B=H

i 4

e

3



S B - « - o o i B 5

. . - P sise - s e

i, = E . -
. . - . s, s e .
Ty ew
= R

s P - ; - . e o m e

= R - - a - - v .




opportunity for crmployment. in the areas of social mobility, we
can look a1 the correlation berween the fathers' and the fons”
sociotcanomic status, This is, of course, o fong-rangs impact of
employment-relaied programs, if it ety

Eie&néﬁﬂmﬂﬂ&ém |

Obvicusly, we believe that all potential impacis rhould b
measured if possible. There may be tiune o6 budgeiaty consiTainLs,
however, which limit the number of tmpacis which can be
examined, In these cases the evaluater should use two facon 10
deiermine which impects 10 messuré: 1) ibe expecied magni nituds

" and fop rtance of the impacts: and 2 the sase wad 0O of

 The sssignment of prionitics 10 apeciiic MBPRcHs musl be s
ultimete ‘responsibllity of the ‘decision maker o whom. the
evaluation will be delivered; thal pexson should decide the relative
imporsince of the measured impacts. One son argus, however,
that certaln impacts of gmg%a}m@mémﬁ programs must be
included in those presented 10 the decision maket, such 8y the
impacts oo, the employment and earnings of the particpanis. Oc
shaprhoe hand it ritay he argusld that some ODACS 31T likely 1o be "
50 small that they are the best candidates for eiimination if somie
 impacts must be ignored. For insiance, for certain programs the
- proportion of the participanis who will have boen convicted of &

crime or even arrested may be.so-smali that any impaét of this

program must be negligibie. In this rituation the omission of the
antisocial behavior impact would seem justified if fhere wele

 severe resource Umitations and (he collicsion of arme®t data were

% costly. On the other hand, if the program consisied of providing

employment-selated sérvices 10 ex-offandes, the impacs could be

.. substantial and omitting this impact would b d MAJOr ENOL,

The ease and cost of measurement must alse B considered. I
should be abvious that problems will eust in accuralely measuring
samee critesia, Forinstance, heie will bw fow individuals who will
Jomie o cOMmIMITLIng Orimes Of olhigt dhovie wehavior exgep? afier

. exrevsve (and costly) intervizeang . The data collettion t03ls may
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putseigh the value of the informaven Yei, as sdlustrated, there
3¢ nany criteria which age selatively casy 1o moasiss There are
athers where, with a litie thought, the development of new and
Slems expEnsive operationsl measutes could e acmmz;’iésha\:f""f
Unfortunately, howeves, expedience has jod polentisi inpacis 1o
e ignoted too often, partcularly for nonevonam:. ampacis In
coanciusion. 1t our opimon that ol poteanal ampacts should bo
examined, L ; i TR INTR :
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Ea::greas has given the Prsldgm amhenﬁuan ) rmfgamze lh:
executive branch of the federal government. One of the.areas
__-which seems ripe for consolidation is the. provision of

ﬁnpinyrﬂzﬁt-re!atgsd services to the unemployed, underemployed,
and . . Among the ’pfﬁgﬁms and departments which are
ﬁfﬁ{:ﬂﬁ}’ roviding such services are the following: CETA, the
U.S.. Employment Service, WIN, and the Unemploymcm
Insurance Service in the Department of Labor; Gl Bill training
from the Veterans Administration; Vocational Rehabilitation,
" health services training, WIN, and Vocationa! Education in the
Dgpaﬁm;m of Health, Education, and Welfare: the Public Works
program in the Department of Commerce: vocational treining '
‘provided by the Department of Defense; programs for training

. and employment of offenders through the T.sw Enforcement

Assistance Administration in the Department of Fustice; and
training of Indians by the Bureau of Indian Aff. xaus in the Immar

}aspaﬂmmi

You, 8s an analyst.n 1h¢ Office of Management and Budget, arc
asked 1o list the imgaﬂs of a1 least four of these Programs. !n
makmg up the list you should attempt to demonsirate the ﬂc

putee Ehsatiatsl n*ﬂﬂ*ﬁmﬁ in !hf‘!f impacts. -

\:é\:!in,

Fu:ﬁu 2-2

?mﬂﬂa ﬂﬁ’ﬁ?éf‘i Ji{i?és} 1 measute ihe zi‘n?d;’h usied in
CExercise I

o



Chapter 3
EVALUATION DESIGN |

T

‘When evaluating social programs, we are trying to determine
- . the effects of these programs on the individuals who parﬁcijpla"te. ‘
the governinent, society, and various other parties. To do this we
want to measure changes that the program has created—both

 economic and social changes, primarily in the lives ‘of the o
o paru;;pantsi As discussed in the iast chapter, we also use changes

in the jeconomic positions of the individuals to measure the
’ mﬂ@gnﬁ: of the program onsociety and the governmgnt. In orger .
to determine the changes which have occurred with- respect to an

individual we need to know what his experience and’ ‘'situation have . -

been after the treatment ‘and what it wauld have been had Lhe:e
beén fic s&asl pragram , s

f

mmﬂvem o

Tb;s d;scusszan centers arcund various designs which may be
used o measure the difference between the actual experience of an
Individual once he has completed an employment-related program
- and his expected erpgﬁmt: in the absence of the program.’

l h;mmummﬂsuzabm &Eﬂmﬂ@m on our gbﬂin’ i) aava'thﬂoﬁis: )
. ﬁfmﬁm We mﬁm}y urge the reader to examine some of the theoretical
Heramure dealing Tﬁlh ﬁm’imtntﬂ design. We particularly recommend Campbell and
Stsley (2 7 .

= = =
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" The Case Study Desigri, Probably the simplest-design is the case
. - study.’ Here, a treatment is. introduced and the participants are
. observed-after receiving the treatment. Then, based on a guess as
" to what would have' happened to the participants had there been ’

1o program, a judgment is made as to whether or not the

+ = treatment improved the lot of the participants. This kind of design

" is quite common in the evaluation of social programs. Many of the

. manpower programs begun in the 1960s grew qut of experimental

programs which had no evaluation other than a case study. We
have subsequently found that in many ifistances the expanded

* program has been relatively unsuccessful: . N

" There is a varicty of major probjems with the internal validity

. (the accuracy of the findings for the group studied) of the case

study design which caused this unfortunate result. First, there are
events otitside hé contrql of the evaluator which influence the
observations thathe. makes.’ To give a concrete example,
employment-related program piacements depend for their success.
largely on the labor imarket for which they provide participants.
During the middle 1960s the labor market improved tonsiderably, -
and it appeared that any'program which provided warni bodies -
could find at least some job for these bodies. The improving labor. --
‘market would lead to individuals getting better jobs ‘than one
" might otherwise suppose baséd on the experience of the early 60s.'
When the economy slowed down in the early 1970s, the opposite

. gituation occurred. Thus, there is a very great apporignity for the -

" post hoe ergo propter hoc fallacy to exist. The evaluator implicitly
. says “In my opinion, the participant ' was better “after the

treatmeént; therefore, the treatment caused the participant to get
- better.”” - o .

+

Second, the mere passage of time will influence the expected
Jabor inarket experience-and the attitudes of most people.f This is
particularly true for the very young. For instance; teenagers have
. extremely high unemployment rates which tend to go _clowni as they '

* become older and miore acceptable to employers. Ccmsequ\zntl\g\r,ia
2. Campbell and Stanley (12) call this history. . SV sl
3 Cnmpbell and Stanley (12) call this maturation. oo



"'pmgmm that takes in a yauth when hc is 18 and turns Inm ‘out
:.-when he;m 21 wﬂ.l ﬁnd that hls employment pcssnEnlmes have-

3 the Nelghbnrhcod Youth Cnrps, have been charactenzed as,
mgfely“‘agmg vats“ for th: young. _ =
Anmher problem with the case study is that it is dlfﬁcult to tel]

11‘ t.hEtE 1s a glecngn problgm, partxcu.larly m the case cf .

- tbat a smallfscale pra]ect will be able tg "cream"utakg iny the
bett.er pmspects for employment success. It is not surprising, then,
that ‘after having received thepreatment of the program, these
~ small-scale project pa,rticlpants are fnund to do b:tter than the .
averagc pgrsnn.

Bgfarerand -After D/gszgns Whlle the case study appmach has

- .been used-to make many actudl ‘policy decisions, employment-

related program evaluation has tended to.follow a slightly more

sophisticated design. The befure—and-after‘ design has beeh used in

a number of government publications descnbmg the benefits of

- social programs. The selection problem is removed since a.

- comparison is bemg made with the same individuals, i.e:, if they’

were above average in employabxhty after the program, they were

presumably above average before it. The other problems still

‘remain, however. In fact, they become more serious-for we are

-, now considerigg a longer permd of time in which events ‘and
. maturation take place -

Probably ﬂ:le most serious pmblem in usmg observations before
and after program participation for the evaluatien of social
progiams is the problem of “regressxan toward the mean.’’ It is an
- pbserved phenamenan that in large populations which are
examined over time, those values at- the extremes tend to move
_towards the middle. To give a specific éxample, if we look at a
o:rbss sectlnn cf houfs wgrked by the labcsr farce, we find at one
a yea: At the othe: extreme are mdivxduals whn a.re un:mplayed

B for the entire year. If we make a' cross-gectional analysxs of hours
emplayed in the following year we find the’ same sxtuatxen Some

T
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individuals are workiug snore than full time all the time, some N
_-individuals are totally unemployed. If we follow the individuals in
~ either of these categoriss, ftom one year o the next, however, we

will findthe individuals' who are working the most hours in the -

first year have a greater tendency. to reduce their hours.of work

. than does the population as a whole, so that their average number
of hours worked will fall relative 'to the population. This is not™

" unreasonable, for they have more hours to reducé. At the other
extreme, the individuals who are totally unemployed in the first .

~ year will tend to have greater than -average increasesin -
~ employment during the sécond year. Again, the only way they can .
moveisup. . - . L

-

The problem jn terms of the evalyation of emplo?*ment——rel&ted{;ﬁf
~ programs, then, is this: the individual who is eligible'to enter these
‘programs is ‘typically at the bottom extreme of the labor force

. spectrum. Most of the programs require that the irdividual be -

" poor, unemployed, ‘underemployed, on welfare, hiar;digappédi or
otherwise in need in order to qualify.for program assistance. These
types of individuals are the ones who would be-expected -

~ subsequently to have higher than average increases in their
~'. earnings and employment because of regression toward the mean.
»  Thus, when they do show increases-in these variables, it is - '
© . difficult, if not impoessible, to say what amount of the increases is
due to thé program and what amouut is due to regression toward .
the mean. - : - e
We consequently. have three major problems with simple

* ~ before-and-after evaluations: the influence of extraneous events,
{the mere passage of. time, and regi¥ssion toward the mean.* An

~ -alternative fprmulation of before-ard-aftet studies attempts to get
around some of these probléms. This -method, labeled the

. interrupted time series, makes repeated observations before the —-
program and then rep=ated observations after the program. From
the repeated observations, some indication of the general trend
caused by maturation should berzome eviderit. This method should
also show some of the regression toward the mean by evening out .

AT rere gre other less important problens as well. See Campbell and Stsuﬂey 12)..




cycle thraugh which th= individual is _going ifa number f—
r',atmns ‘over a considerable perfod of time .can be made.
~ Hdwever, such repeated observations are not possible or useful in_
_t.hé cases of new entrants to the labor force who have no past
" experience to judge and reentrants to the labor force who have
been out of the labor force © - long periods of time. Mareover, *
~ this procedure may require continuing’ observations of the '
"' individuals over a.long penod before they are allowed to go’ into "
*... the- program, which is. obviously .an expensive as well as
- tlme-:nnsurmng prﬂpgsmon and as: such pmbably m:t practical i 111 o
- many instances. :

.. - Another; alternatxve is tc; try to; prechct tb.-: expeﬁed
befnr&to—aft:r change through the use of multxple regressxon
o analysxs. This prnceduxe uses such mclependent variables as age to
- cover maturation, and growth in the economy to try to account for.
the prablem of- mtervemng events. The assumption is then made
“that the predicted earnings of the individual resulting from dithg
program are net of these influences. This method, however, will
. not handle the regression toward the mean problem. Furthermore,
it is very difficult to arrjve at a regression model which accurately’ -
specifies _the relationships of such Variables as earnings and
employment with explanatory variables. Studies using cross-
sectional data which explain 20-30 percent of the variation in:
'-earmngs or employment are considered to be quite good. This
- leaves at least 70 percent of the variation unexplamed Lo

e C‘ﬂmpansan Group Designs,® To get. around- a number of the
: prablems mvolved in the before—and after cgmpansans, :valua—

-campanscn gragp to rEprgsent thfe expected expen:nc: of the
participants in the program jn the absence of their participation.
The k'ey to the use 't}f .eamparisqn,gmups lies in hpw well they
5 We fibel as ":Qmparfmn group"’ any gi'nup whase expected cha:acten;tica and lgbur
market outcomes might not be identical to those of the participants in the_absence of
program pam:!pnﬁﬂn A group which was randomly selm:tcd from the same population-as
the participants but not'allowed to pamr:ipat: we label & control group since; if the
‘nuribers are large and the ;electmn is truly randnm they shnu!d be identical to the
pnr:i:lpama

%
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represent the expefience that the program participants wéiﬂdh'avé -

“had ' in. the- absence of ‘the program. If they do -not closely . = -

. ‘approximate the expected behavior and experience, all of the

‘problems previously discussed 'come into play. The easiest.way to
" see this-is’to, view alf program pagticipants as black youth and the "
. comparison group as white prime'age males, and then look at the .
- expected labor market outcomes. For instance, we know that the
_.percentage reduction in unemployment-among-blacks is likelyto " -
- be considerably greatér in an économ

"be considerably greatt ic, upswing and their loss of
L cmp!@ymentcansiderably greater in ‘an economic downswing.
/- 'Depending upon which stage of the business cycle we examine, we
ould get different results from the program solely as the result of
“the clioice of the comparison group. Similarly, we know that black . -
-, youth ‘would .gain’ considerably more in employment from: the
" paisage of time. Therefore, particularly “with a before-and-after .

‘ »gg;liﬁarisan,}the“pmgraim group (the black youth) would show - °

‘greater gains than would the comparison group of white prime age’ |

* males, regardless of -what the program did for the individuals
"+ invoived. Finally, in: terms of regression toward the mean, the -
. youths who ‘participste in the program are probably among the
. ‘most disadvantagsd in society. They have nowhere to go but up,

. whereas the white prime age males probably are at their peaks and
‘can expect declinus us they grow older. The differences between’

. the treatment group and the comparison groups are vital.*.

. Several sources have been used (o secure members of
. comparison groups. First, evaluations of on-going programs have -
used individuals wha had been applicants to the referral agency.
(e.g., the Employment Service) at the same time as the program
" ocourred but who.did not go into the program. This is not’
necessarily a good comparison group because these individuals
could differ from the program paiticipants in the following -
respects: ‘1) they did not go into the program because they had
offers of employment or possibilities of employment which they
considered to ke betier than they would have after completing the
program; 2; they did not go into-the program because they did
: 6. To use Cr:npbell's and Stanley's (12) werminology, there are interactions between
selection and hieory, maturation, and regression loward the mean.
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ey hg:lv'&he quﬂiﬁcauans necessnry to ccmplcte i«
'dad,}fmm the program beeaus: they did not me&t K

.group is supmgr ‘to the prngram partmp&nts a.nd in
e her three cases that they are inferior (in terms of expected
*-;:;--ilxtba' “tharket’ outcomes). A post-program - observation of both.
810 ps'ﬂmuld definitely expect to find some differences in their - !
e nces, attijudes, and , behavior because of these .four

. 'reasons; If a before-and-after design were used, it would be very
e difficult to say what interactionsof differences between the groups -
o ’anﬂ histnry. ‘maturation and regression toward the miean would be_
,—hut they e:ﬂainly cmlld exist because of the selection

A 5imilar type Qf sxtuatinn ‘exists - far another cﬁmgion
" ‘comparison group-—one made up of individuals who appﬁeﬂ to
" the program and who were deemed qualified but who did not enter
- ite This: eampe:ison ‘group prgsumably is more able than that
- described above which’ includes persons who did not meet the
" entrante: q:;:aliﬁc:aucns ‘But it still may not be camparsb!e since .
the problems of self-selection (items 1, 2, and 4 above) or program
- -.se!ecﬁon. if the program took the: mosi able of the quabﬁed :
rcmaih :

" Other studies have selected as comparison groups people in the
: = same neighborhood who were in the same condition as the
* .participants before the program. This group is one step removed
_ from the applicants in that they presumably did not apply for the
program, perhaps because they lacked the motivation to do’ so.’
_ Another similar group used particularly in studies of vocational
' education and youth programs are individuals whose names are
‘taken from the files of the high schools attended by the
 participants but who do not enter the particular program. Again,
' " there are problems of motivation. The questions arise as to what
" factors not on the file card differentiate these individuals from
" those who entered the program and whether or_not these factors
. . ‘would in turn lead to differences in the outcomes whish are to be
. . - observed,
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~ Inall of these cases of comparison groups, one can attempt to
. match them with the participant group through statisical control.
To the extent that the two- groups differ in identifiable
characteristics which dre thought to affect the outcome measures
.and which are quantifiable, the selection procedure or regression
techniques can be used to take some account of these differences.
A problem arises, in that our models of what causes the outcomes
are not well specified and complete and are measured with erTor 50
that the regression analyses- wil not. measure all of the
~ differences.’ ‘Consequently, the matching process does not
.. puaraniee that the participants and comparison group members
" come from the same population. One person may be at the top of
© alow distribution and the other at the bottom of an overlapping.
.. higher«distribution. If this is the case. they will regress to different

Also, there is a more basic problem in that we are unable to
measire many of the variables which we believe affect .the
- outcomes of social programs. For insiance, motivation must be an
important factor, -but it s difficult to measure on &’
before-and-after basis—and impossible on a retrospective basis.”
For these reasons, although they are desirable, statistical control -
" .methods are unlikely to. solve the problems of ‘the  comparison

" group differences mentioned above.®

Random Control Groups. The answer to these problems is ahe
randomn assigament of ¢figitly prronne a participation of to a
control group. All of the persons who are qualified to enter the -
program must be coniacied immediaiely before the start of the
program to find out if they are still intetested in entering it. The
group still wishing to be considered would then be split randomly
with only one group assigned to actually enter the program. The
~ second group would be given the regular services, if any, normally
. available to them. It is possible that this method could yield 100
E: 7. Aﬂmﬁn af these facton may be (ound in t}uzﬁ:gs (Y Dhrectorn abo ;.Etaa‘i"l‘- 14 3
seview of the studies of manpowes (Fogms Vhat the nudidy Andingy apieat depeadant onf
ahether o not.ihe compariion groups e supcitof of infenet (0 the (afieDants

8. For other approwches sx Cain (8) asdd Hezkman (18) ’

.

=
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smali a mumber in the study who possess a partcular characieristic
which is important for analysis, If so, the group wishing 1o entes
@msﬁaﬂdhmﬁeﬂ by this characterists. Toen
differing sampling proportions would be used from each of the
strata, The m from each strata, however, would be
random.

Random s.sighment procedures have the ‘sutstanding sdvantage
of ﬁw ~ aisdcally sound when they are applied (o large groups.
Know. trobabilities can be giver. (o chance chfferences in the
maftﬁgm groups.” This would not be trus of othey meny
-‘i‘ coiecting comparison groups. Thus, any differences betwen
e participants and control group a&smed in post-ErTPAn
um can be attributed to the program with known confidence
levels,

Proctical Problerms of Random Assignment, Sse‘- eral problems
 are nvolved in the random selection of a conirol group, Toe frs
is the refuctance of the opersung ageness (o exciuvde fully

ified perscns from receiving the services af the agencies, Suth

n excligion is felt by the program opera! ors t::) be a.usab;:m:s 08
doctor not treating 2 patient who has 3 disease when & drug
available, To camry the analogy funther, F: e, WE dﬁa;zﬁ st
medicine that drugs be tested before they are admunistersd so that
their effects are knowe. Thu ?f‘tli‘g i done J::;».ig; jodt the
process recommended here, Persons with the disease are divided
randomly. One gpoup recmves s drug and (of OlET FUWP
receives piagb-czs This 15 the onlv scentific manoer (o tes2 the
aotual effects of the drug. In ,uai;@rgi 13 fa:i@,hz&ﬂ that 1
- .could be much more disastrods 10 &l ra.dnig which has oo
effects or %hxh has daﬁg%fm; side offecis *ﬁ-gs:gx e of an untesied
belief 1} drug is benefic tha.n 1o test the drug properly and,
if it i ineffective, substitute a betrer alternative. The tame can be
sa;& about social programs.

{mplzat in random assignment, howsvzr, ar¢ dengons show
who m!l go into the programs whith may be Sfferen: 10D hose
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4 numbsr of dfferenr sprvices Their services 084 OG0 Le
consistest from ong locauon to ihe
Ve @ S S cram e prre o Ane et
charismatic dlrector, byl it may net be nowible 1o recreate his
charisma in leaders in & number of other auie. Cohsequently, the
DICETAMm miv pot be 8 sugpgesiful there, Yoo (e evaiuations do
ot examine the components of the program angd the seasone fo!
it sucosss and faifure. The program is teaisd 30 5 gk hox!

lep e Amnipnlts
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iplesscupg with the trsatmes & nrobably the easiest 10 handle
One need only exclude the pretest. Vhe use of the “post tedt only
design’' may slio be usciuln removing the Hawthorne effect for
the pantic. 2ants, since they wili pot xoow they are being evaluated.
In terms of the program siefi, one <an uy nat to notify them that
a1 evaluBtion is king place. OF course, this is usualiy difficult to
do. Allernatively, ont can svaluate 3 sufficlenty large group of

* . nrolects over 8 long enough period so that only & small proportion

of any given program is 10 be sampled, This makes il extremely
difficult for the program swff w decide who gets special
uestment. For the problem of self-selection and creaming, one
can auempt 1o diversily the LRes of srogram panicipants 1o be
sudied.’’ One can repeatedly evaluate 5o thai the program I3
studied under many differsm eopditions 1o account for the
problem of goasralizing bevond one of geonomic conditions.
Finally, if there §s 3 “black bor” p ablam, one can altempl &

- ghserve 1he opetauon of the pIop@m of 10 disgssamble the

DIORTAM: INLG 15 LaMPDnEnty 8hd then gvalusts the effeptiveness
af zach of these. ’

Anatne: sgssible pronlom s
sboul begause nopglethon 10 nropram can ¢onczivably
nave o negauve effect on oulidns: 16T v soprol group, 1T
services 16 tefused and tie individual is told that he is unguahfied

upafment Comes
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for Lthe program, this may be one moreof a set of disappointments
to him which reduces his desire, motivation, and abiiity 1o
function. If this is the case, then the selection prosese itself must
be considered as externally invalidating the resulis by giving &
positive bias to the measured success of the program. Therefore,
one must devise some kind of assignment process that is neutr”’
its effect on those who are 1o serve as the control gi
Unfortinately, it is very difficult to design a placebo souial
orogram. Since social programs are widely touted in the press and
in various outreach functions, it is difficult to tell any individuai
that he did not really want to enter the program because we are ndt
sure it would be good for him. Whereas some social programs may
not do very much for an individual, it is hard to design one which
will have no pﬁsxmc or negative effects and yet not be viewed as a
sham by the participants. This problem is & major issue which is as
yei unresolved in progiam evaluation. The answer probably lies in
honesty. The potential clients should be rold that some will not be
enrolled and that the decision will be made randomly.

Finally, we come 10 the probicm of a Jack of independence
between the treatment group and the control group. A program
‘may be designed 1o increase employment of participants in 8  small
labor market area where there is only a-limited number ﬂf job
openings. In the absence of the program, the jobs would be
distributed randomly among the unemployed, whereas when the
program does exist all job opsnings are filled by the program
participanis and none go to the control group. In this sityetion the
control group is not a sood pfm\ for the experience of the’
program participants i the absence of the program. As:

sostelated, in the absence of the program there would he random
ﬁzs:ﬁbutmn of the jobs, and some of the prople who subsequently
panticipated in the program would have been hired. With the
program, however, no one¢ i the cantrol group will be hired. In
this case there would be an overstatement of the incremental
benefits of the program. ’

The lack of independence mav alea wnrk in the opposile
direction if the benefits of program participation are transferred
from the participanis 1o the control group Such a situation is

o

O
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most likely to occur when there is close contact between the
participants -and control group members. This may occur when
~ they all come from'a small area and when the program provides
infornmation which is easy to convey, such as how to write a
«sume or the name of an employer who is hiring. In these
circurnstances there is an understatement of program benefits
because some-of the benefits of the program will accrue to the
control group. The purpose of the control group is to show. what
would have happened in the absence of any program; if the
control group is influenced in any, way by the cxistence of the
program, it does not truly reflect thé experience of the participants

"if there were no program. ' -

" These problems are not easy to resolve. One alternative is to
conduct the evaluation while the program is still small, relative to
the labor matket area. (If the evalisated programda turning out &

hundred people in New, York City, its impact fm%e, job market

will be extremely small,) The evaluator, however, should be aware

- of the threat to external validity due to the lack of independence of

the experimental and control groups, and should attempt -to

‘prevent the participants from .becoming such a large fraction of

the total to be hired that they overshadow the control group. -

" Alterriatives to Random Assignment. In the situation where
random. assignment is not allowed because it is believed to
interfere with the enforcement of strict eligibility requirements,
Campbell and Stanley (12) offer an alternative—the regression- .
discontinuity design. Program.operators are asked to specify all
selection criteria that they wish to use and tien to rank all
applicants by these criteria. They then follow these rankings in
selectian individuals for admission.'* For instance, all individuals
_ with incomes below $3,000 may be admitted and all those above
excluded or all persons scofing above a grade of 50 on &n aptitude
test may b€ entered -and those at or below 50 excluded. The
_postprogram outcomes are then regressed separately on the

_ 14. Exceptions who aj;é_a,idmiii:’d although they do not mest the criteria and persons
excluded even though they meet the criteria are identified and not eonsidered in the
evalustion. : ) ’

L
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rankings of the two groups (e.g., incomes or test scores). If

significant differences between the two groups appear at the -

cut-off point ($3,0000r a grade of 50), this would indicate that the
program had an impact, at least at that point.

There are several obvious virtues to this procedure. It allows the
program operators freedom to make all program assignments, ‘it
does not involve any unusual effort on their part, and it can be
adapted to'many types ‘of programs. Hawever it also has some
shortcomings. First, there should be no natural discontinuities in
the dutcome measures. Second, the effect of the program is only
measured at one pmntethe technique does not . allow a
determination of whether the program would be equally effective
for persons with incomes of $10,000 or test scores of 25. Third, if
the relationship between the selection variable and the dependent
variable is not properly defined (e.g., a linear regression is used -

-when the data are not lmear) incorrect - estimates may occur.
" Finally the technique does not solve any of the external vahd;ty

problems discussed earlier.'’

Another alternative is often proposed if the evaluation seeks
only to determine which of several programs is preferable Persons
qualified and interested ‘in participating would be randonly

. assigned to one of the programs. Recruitment wnuld not excecd

the rmmber c:f pregrarn slms and a cnfltml g.mp that does nct

pragram wculd serve as Cﬁﬁtml grr‘up menb#rs f@r campansgn
with the partlcnpants in other programs. =~ “

Motwithstanding the advamages of this type of analysm, there is ~
a problem in that it gives the increments in the benafits of one
program over anothzr a; opposed to the increment in the'cost.
This does not yieiv v/hat it is really necessary t¢ now: some
measure of the ratios of thg total benefiis to the total cc:ts for the

is. The :ade; is strongly urged to read Campbell (9) and Boruch nnd Riecken {4), pp .
87-116 for more discussion of the :¢gression-discontinuity ;lestgﬁ Fnr mslam;g, it fnight be

argued that if the refationships o5 botl, sides of the
idrailcal, then one can estimate the impact of the ‘srogram at mmts mhe: lhan thg

discontinuity.

SN
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two programs. For instance, we may find that Program A ay
yield a present value of $500 more in lifetime earnings for an
_additional cost of $300 when compared to Program B, which

argues for investment in Program A rather than Program B. If,
.. however, Program B is providing a present value of $2,009 in .

\ lifetime earnings at a cosf of $100 (as compared to no program)

" and Program A is providing $2,500 worth of lifetime return for a
$400 investment, we can get a return that is on the average more
than three times greater from Program B and obviously should
invest in-it. Only in the situation where we know the cost and
benefits of one program as opposed to no program or in that
situation where the two programs have highly comparable costs
can accurate interprogram comparisons be made. ‘
The Choice of an Experimental Group

Of the persons assigned to the program, some will drop out
before they ever enter the program, others will enter the program
but will leave before it is completed, and finally, there will be a
group of completers. Among the control or comparison group, if
there is one, no one will participate in the program. Some studies

“have argued that only those individuals - who completed the

~ program or only those people who completed the program and
made use of it should be in Juded in the calculation of “the
programi’s benefits. Such a procedure must make two assumptions

' to be correct: 1) the individuals who did not go into the program

and the individuals who dropped out of the program were totally
unaffected by it, and 2) these individuals did not differ in their

_expécted postprogram experience from the participants who

" completed the program. Such assumptions probably . are not /

_ warranted. ' ‘ ’

It is quite possible that those individuals who dropped out of the
program gained some knowledge or work. experience while they
participated which might subsequently be of use in the labor
market. On the other hand, while in the program they may have:
lost time searching ‘for 'a job and may, have missed .job

- opportunities or they may have lost seniority if they had foregpne
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a ij in order to e.nter the program. There may also be a susma
attached to them in that employers might consider the dropouts
unstable because they did not complete the program and not want
" to hire them. The individuals who did not enter the program or
who dropped out of it also may fecl rejection or lack of ability
which could subsequently affect their functioning in the labor
market as well as in their lives. Similarly, the program may affect
“all the people who complete it, not only those who make use of it.
Beneficial or negative changes in attitudes may occur among
program participants even if they do not appear to be affected in
‘their employment or some similar outcome. If any of these effects
on nonentrants, dropouts, or nonusers occurred, the effects of the
program on all participants must be examined if a full accounting
is ta iachieved 16 . .

Wlth regard to the second assurnptmn, the ccmtrcl group is used
~ to represent the aggregate experience of all pu:uons who were
selected for the program. Unless' the participants are a
homugenegus group, which earlier we argued was unlikely, it will
be necessary to separate the .control group into segments
: cgrrespnndlng to completers, dropouts, and ‘‘no-shows’’ in order
to make comgarisons. Such a division will be very difficult since
identification of the factors which led individual participants to
. complete, drop. out, or not enter will be required. As discussed
. previously, our ability to measure and model such factors is yery
limited. For instance, some studies of Emplnyment—related
programs show higher postprogram earrungs for persons who
remained in the program longer. There is no good test to
- determine whether this was due to their- learnmg more from longer
- participation or whether greater motivation caused them beth to
~ remain longer and to have higher earnings.

%.,
16 Thxs dos not mean that no, d!slmdmns should be made between d;ﬂ‘er:m types of
_program participants. The analysis should seek to determine the differences whith -exist
”bﬂween ci:mplclen a,nd dmpauu in urder Lo dﬂsrmm: 1h= necessity of seducing the
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 The Timiog of Impact Measurement -

Since the purpuse of evaluation i$ ultimately to affect policy
relating to the program’s operation, there is a variety of pressures
which move toward early measurement of the impacts and costs of
the program. Policy makeis and politicians, anxious for pilot
pragrams--v}hich appear useful to be expanded 10 nationwide’

‘status, often do not want to wait for the results of the evaluation

hefore procecding. Program managers want 10.know which of the

. glternative funding possibilities are- most profitable 50 that they

can make their annual allocations. Program operators want results

~ which will justily their program "0 the program managers and will
. permit them toO alter their program 16 make it operate more

efficiently.

» Cqumeﬁng these pressures for immediate impact measuremem
are the following concerns. Pilot programs need time 10 waork out

the ‘‘kinks’ in their operations: The program Operatars must:

1) establish & sevies of procedures for treating clients; 2) hire and

~ train staff, gﬁeding out those staff members who cannot perform;

3) announce *the program, and attract suitable clients; and
4) operationalize the program. Undoubtedly, these sieps will
require. time before the program can operate efficiently. 1f the

- program is ev aluated before this has happened, there will pmbably.

be a downward bias in the estimate of the program’s impact.'” In
addition, it is necessary for sufficient time. 10 pass after the
program treatment for the ransitory effects of the program {0 be
dissipated: Finally, seasonal factors should be removed from the
data by allowing at tcast a full year Lo pass after treatment before
impact measurement.” ! v '
For these reasons it makes sense to delay the evaluation of
programs until they have Qperated for at least 5ix months. Then
17, There can be an ypward bas, nowever, if the pHOgtam wrepeami’” s clients al the

beginning. )
18, This Is scen by using a farming-relaicd raining course s ;’m,zmmp‘;ei i he

" measurement is. made on weeks employed during 8 three-month perind ending in -

Séptember, considerably different results will be ohiained than i the measurement i1 made

~ for three months ending in Febroary.

.. " | ‘ ‘ | (ji_l
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measuremgnts of program impact should not occur until one year
after the participants have left the program. Evaluations should
also be made at three or five year intervals after the program
participants have terminated to find the lagger run impacts. In all

~ cases, care should be'taken 10 insure that the data are collected for
idenuical ume ‘periods Yor both the cxpenmental and contivi
groups, Otherwise, problems with cyclical fluctuations may arise.
Variables such as-earnings and employment shouid be. measured
for the entire postpiogram period as well as for the individual
years. Such measurements will demonstrate the total effect of the
program and changes in progeam effects over tme.

The Cholce n!’ Retrospeciive *
or Concurren! Data Collettion

One can identify participants and comparison group members
associated with. an earlier program and gather information
retrospectively. Alternatively,. data collection can  occur by
identifying a group of future program participemts and control or
comparison group members and then gathering information from
or for thém over succeeding perieds. There are merits to both
procedures. X

Retrospective studies provide results faster; they do not require
waiting for the postprogram period 10 occur before measurements

_are made. This shorter clapsed ume from the decision o conducl

- the evaluation to the presentasion of its findings is the reason most
evaluations have been conducted in this manner, aithough another
argument in its favor b5 that there will be no “Hawthornt effect”
since the ‘individuals and staff do not know that data will
subsequently be gathered about them. Further, retrospective diata’
gathering does not require that the evaluation be bt directly into
the program’s opetation, which makes adyance planning

L unnecessary. ‘ : ‘ '

—ffserting these faciors, concurrent daa collection offers
several important benefits. First, it is impossible to have control
groups in a rerospective study beeause random assignment s

“{rapossible after the program has ended. 1t should also be noted

l

U,
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that it will be dif ficult to implement the ragresion dissontinuy
design on a retrospective basis us the selection criteria will ussally
not be made explicit in normal program HpCT3lons. Thetelure,
retrospective studies musl construd ad hoo pompanon groups
from whatever records exist. This usualiy savolves substantial
difficulty .since pIORFAMs sCiQUIN Mkl R OIS L
nonparticipants and 1o the extent that these lists pre incomplete of
inaccurate, biases may be introduced. Wext, data gathersd o o
cetrospective basis are much more hikely (o onvolve pesponie

- errors. The longer the period (0 be covered, themote fikely wall b

memiory lnpses. Alio, studies show that secutals atbtudiead
mensures afe weiy il fooeshie o Cgliospreniees BRSNS
because pesceptions of past atitudes are-aliered by inmlenvemng
events. Finally, as orgued carlier, rerrgspadtive studies are more
likely (o have inadequate response (aies. 1t 35 mofe difficult and’
costly o try to locate individuals after contact has been stvered
than 1o maintain contact with individuals.

WRanose

We find the set of srguments for conturem rtyddies 1o e much
the stronger. 1n our opinian, the apportunity o uic & contial
group of the regreshion dusontinmty duigh ous ghs the nme
consideration, We heligys thay vahd data ate much betier than
carly, but inpccurate, information. Also, the preater case and
lower cost of foncurfent dats eollestion have much appeal.
Therefore, we strongly urge its use ‘

Q&Eﬁiag Dats on the Impacts Co,

Direct wontact haa Been the Lddu copri et e onbit
infarmation about the prowram pArtCIPANLS DG LTIl group
mefnbers. Special studies have wiudlly wsed persanal PRI
while the government follow.up syilem Ras relied phmanly oo
mail questionnaires and tefephions interviess. The proplems wath
direct contact afe well known beudes brng baie consuming and
costly, response rates on periinal interviews »eldom are hgve B
percent and thoie 06 mail-and ielephons surveys 860 connderably

Clower.® Yel, tor many vapablen whish are affected Dy s

eiiged reeiow ot ket
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to the amous:.- Also, posting of theer dam i vsunlly compteL

. within three months of the end of 2 quaner. Conseguently,

unemployment insurance daia do not sufier from vwo of the

major faulls of social security data, o

" Thefe are Other ‘problems, though. The stales whith do ot
© collect these deia include many of the major industrial s1A0E5.

. Fiven in sttés which do collect the data, coversge is not extended -

.10 the self-employed, persons whio work for immediaie relatives,
employees of small fims, and some cmployees of nonprofit units,
Separate tystems exist for the armed forces, federal government,

. apd raliroad personnel. Furthermore, because the -sysiem i3

.state-based, there is no way o distinguish individuals who hiwe
lefu thie state from those who are no longer in covered employment
.ot who have left the labor force, In all ihree cass theve would bt -

‘no’ record of earnjngs. This is particulasly important in- labnr

" markets which cross state boundaries, such as New York City and

Cincinnati. Finally, the staies usually hold earnings records for no

© . more than about two years. = -

. DU the noenpivymen W i wata Wil UG R woeft for
. short term follow-ups in industrial areas. 1n thess cases it ool
_ provide accurate data quickly for mosi of the sample. For longer -
periods when the person is more likely to have tefi the state, social
security data wppear 1o b & beuer alicrnative bacause they are

: ﬁﬁﬂn&l.;

The F}Gﬁiéfﬁi of how  many participants and contfel or
comparisor. group meinbers sheuld be examined is always a very

- difficult one. The usual rule of thimb is 1o include as many as the

budget will allow. Al tinies mofe sophisticated justifications must .
be provided. In these situatiops the best strategy is 10 comact a
sampling expert, If one is not available, the sjimplest calculation is
dependent on the dispezsion of the variable being studied and the
level of precision desired. The formula for the siandard crror of

i
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data, 17 he domirss 10 Zkﬁﬂisf‘? individuals %fm gpgised for &
program but who did nor enter it {probably the prefored
comparison group for fetteapeciive sludies), he must sely on
recoids which usually are found, if they exist, in the local offices

“of the rzfesTal agency. The usd of such records requires the

identification of the zg%m’iﬁgﬁ-ﬁ for b studied, the comacung of iﬁ
focad offices. 2 deailed search it pegrds 19 SHbAT
compiete Lst, snd the slecrion of feon this Het Sie

§ ”



{hese records probably will not contsn any information about the
mdividuals after e complziion of the program, the indrviduals
will have 10 be contacted of the mational recore  hecked 16 make
cerain that none of the comparisan  group subiequently
ranicipated in the program. Thee procedures will be both couly
snd sime CORSUMINg. S

Alternatively, comparison giouis may be constructed from
smong individuals smilar ‘10 thé participants who have besd

sysveyed in other studies. Several studids of s 1yt 2xist.

Current Population Survty. The Current Population Sufvey
{CPS) interviews approximately €1 400 heuseholds each month
ant apprommatsly 0,400 esch yesr Rarh tnusehold averages
mote than two individuals over 3g¢ fjfeen o that deia afe
collexted for more then 100,000 people each month. Fot each of
these PETLODE information i collected on A Conuol Card
CPO-260, inciuding %, 382, color, marital: satus, educational
anainment, relation 10 hausehofid head, veleran slatus, number of -
{azily members, family income category for ihe preceding 12
months, occupation, industry,’ iocation, descripuon of housing.
and S0C1al seEusity DU " caz o plom am addescs And ielephone
numbes, With these data, 2 closely roatched comparison group

' could bé conatructed for subsequent coniact, 1 data are desired on
the carnings and income »i these individuals and their work
experience during Ihe pre.nus calendar  year the surveys

. conducted in February, March. and April of each year gather this
information. Appioximately £0.000 households are asked both
earnings and work EXPErENCn {UETHOns, which sllows for the
integration of the 1wo sets of data.

Two problems are ivolved in the use of 1mme dats. The fus]
cpoetns acoess 1o the respondents. To elimit si¢ the persons who
have participated in the program undes 1uo7, the social security
pumbers of the possibie C'PS survey cOMPatison group members
aguld have 10 be compated with any rational listings for the
program, which jechnically would not be difficult if the social
secutily numbsrs can be obtained, Tne Census Bureau which
conducts the CPS, however, must protect the idemtiny of the
peILOns {1 iNteryiews. 1t must alsa masntain the MERGLY of the

S
[
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&
iundamem;l purpose for the C‘Psi—slo collect data on labor force
bvzhawﬁf. The Census Bureau would have 1o agrec either 10
include questions on its regular CPS surveys or to conduct special
surveys afier - the houssholds left the CPS interviewing cycle. Such
agreement appears unlikely given the !egaj and other mmtrmts
ot the Census Em‘gu

The second pmblﬂn involves the question of sample size. It

_ might not be possible to secure a large comparison group where

matching is desired on many characteristics. k would also be
difficult to construct large samples 1o match groups who comprise
a small portion of the population. This pfab!em takes on major
prnpcmcns where matching on the basis of the individyal’s work

noe is needed (as it will be for most social programs since

" they deal primarily with the unemployed) and where the CPS

~ earnings and employment data are also to be used for dependent

variables. The work experience questions are asked in February

“and April and thejncome questions are asked in March. Data on

these variables for the preceding vear (vear.” - 1), are available for
appr@mmmly 50,000 households. If, hgwavm the dgpendem
variable is data for the fellowing year {year 1), data can “only be
secured for the 25,000 households who are in the CPS sample for
the second time (in year t + 1). Furthermore, subg;raups may be
difficult to find since persons unemployed at some time during a
year corfstitute only & small proportion of the non-institutiona!

_population 16 years old or over (20 percent in 1975, which had the

highest postwar unemployment). The existence of such problems
can b found by comparing the size of f;amm.lﬂr subgroups in the
CPS with the minimum number of comparison group members

.required. Because of its large size, however, the CPS should-

provide the necessary comparison group in most cases when fine
breakdowns age not necessary. »

Socigl Security Adminisiraiion CWHS Data. “The Sa-éia]
Security Administration maintains a special file cdlled the
Continuous Work History Sample (CW HS), providing a | per-.nt
sample of individuals who ‘have applied for social security
numbers. Information available for thesé persons includes age,

sex, race, covered earnings, and employer industry and location

-
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" for,eagh quartef with covered employment. The use- of these data

to form comparison groups involves several problems. First, the

. _CWHS .tapes do not contain jdentification ' of individuals,
lthough they permit linkage with. tapes from the . .l Security

- Administration through ‘common case numbers. Some form of

. accommodation would have to be worked out with the Social

Security Administration if social security numbers are to be
mmga:ed with ligts of program participants to make sure that the
indiyiduals in the"Potential ‘comparison group have not been

* program participants too. Also, since the CWHS contains only a

_ limited set of information, matching on these variables may not be .

sufficient to Select a truly comparable group. Important variables -
such as education, marital status, health, existence of other forms

of training, and family income are absent. Moreover, it would be’
impossible to secure this inform....on directly since the individual’s
address is not a part of the record. Finally, the only dependent  _
varidbles which could be examined using this source of a
comparison group are the information on earnings, number of
puarters of covered employment, and industry and location of
employer. While the information on earnings is a key measure of
the success of craployment-related programs, the. shortcomings of-

. the, Social Security CWHS data would appear to limit severely its
'usefulness as a source of comparison groups. 'As was discussed |
above, however, social security records are the best source of
earnings dita for long term follow-ups of, comparison gtoups
‘selected from other sources. : ‘

.National Longitudinal Surveys. Four groups of five thousand"\ -
individuals have been surveyed regularly since 1966-68 in. 5 :

‘program sponsored by the Employment and Trajning Administr
‘tion of the U.S. Department of Labor. The four grelips are males, .
_ between 14 and 24 when first interviewed, femalés in the same age v
- group, women initially between 30 and «4, and men 45 0 56 at the -
| first interview. The samples are nationally fepresentative, and -
 there is a three to one oversampling of monwhites. In addition,.a- -
* cohort of 13,000 youth between the ages of 14 and 21 began in
1979. This- sample incliudes oveirepresentation of blacks, -
' Hispanics, and the poor. * ) _ o

~7
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‘The survey: include a wide range of information about each '
-espondent, w:luding age, sex, race, marital status, nuiiber of
dependents, family income, education and trainipg, ‘verk
~ experience, earnings and income of the individual ond. spouse
* during the preceding 12 months, current labor rorce status, heaith,
assets, family background, mobility, and psychological measures,
_ Inaddition, these data are provided on ~ iongitudinal basis 50 that

" substantial prior n:fdrmation on the comparison gronp merabers
would be availz™ie. Finally, ine dure ate readily accessibie and
extremely well ducucntal,” ~ '

. There are also problerns in using .hese data to select comparis-n
groups. They can only be used for the sex and age groups thai they
i'nclude. Even for these groups ‘there may not be ¢nough sample
members in small categories of the population. Next, if the
dependent variables are to be taken from the survey, the periodsof -
. work experience and earnings for the program participants must
_be the same as for the comparison group. The surveys have not
been conducted in éach year. Furthermore, ¢he data in_the -
longitudinal surveys are collecféd in specific montlts and the

. program participants must also be interviewed in these months to

~ be strictly comparable. Also, the social Security numbers of the
potential comparjson group members would hdve to be checked
against the national lists to remove those persons who had:

participated in the programs. Finally, it is not clear whether these -

cohorts will continue beyond the early 1980s.

- Due to'the problems involved in the use of each of these sources s
of comparison group data, we recommend that they be used only

" when there is no alternative or as a supplement ‘to other

comparison groups. Limitations on the ability to match them to

~ participants, in the methods of data collection, and in the type of

. information they contain create many threats to internal validity
and make their exclusive use hazardous, |

1
=

ZSTDa'gaigpg may be purchased from the Center for Human Resource Research, The
_ Ohio State University, at coit.
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Thé Choice of Independent Variables for Analysis

To conduct an evaluation of social programs, it is necessary to
measure the relationships between the ' program impacts fthe
dependent variables) and a variety of independent variables,
including the personal characteristics .of participants, the program

components, and the conditions under which the programs

operate.

Personal Independent Variables. These independent variables
are particularly relevant for comparing program participants with
-,.the members of the control or comparison group to discover
“whether differenices exist between the groups which may affect the

program impacts. It is necessary to include in the analysis as many

variables. as possible which are correlated with both program
participation and the dependent variables. However, most
relevant dependent variables with which evaluations of employ-

ment-related programs deal are functions of more than, one

independent variable. To omit some variables in the analysis may
lead to distorted conclusions du¢ to correlation ‘or interaction
among these variables and those independent variables which are
included in. the analysis.?®. The analyses should treat all of the

independent variables simultaneously. ™
The use of simple cross tabulations to.isolate such relationships
is inadequate in most cases. For instance, the effects of race, age,
education, and skill level on earnings are all interrelated. Yet each

of these effects should be distinguished. To cross tabulate by all of

' these variables would involve so many cells that the sample would
have to be enormous. In addition, the tables would be so, large as

to be unmanageable. Therefore, multivariate techniques should be

used in the evaluations to discover and test the statistical
significance of any relationships which are observed. Multiple
regression and correlation techniques can be performed with a

" much, smaller.sample than cross tabulations and permit easy -

interpretation of the findings.

] )

26. For a brief discussion of this proplem, sec Suits (33).
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Evaluanans should examine the effet:ts of -the ptograms on
s graups of participants for uther reasons too. The analyses should
determine whether or not a particular program will benefit certain
target groups for whom the- programs are designed, as well as find
~which programs serve the groups best. For most emplgment=
related programs, independent variables should be included in the
analysis ‘to represent different . groups with high percentages °
. among the poor and -the unemployed, such as blacks, '-
MemcanaAmcﬂ;ans. Indians, the handicapped, tesnagers,. the
- aged, school dropouts, ex-convicts, welfare and uncmployment
. insurance recipients, and veterans. The degree  of success should
be measured for-such characteristics of the program participants
as age, sex, race, ethnic group; number of dependents, family size, -
- education, etc. Many of the relevant personal characteristics a;rc. _
" listed in Table 3 1. .

It is also necessary ta treat. personal characteristics in the
* evaluation in order to improve the efficiency of the programs. _
Programs will have varying results for different types of people.
The personal variables in Table 3-1 can also be used to determine
which indiv’ 'uals getithe greatest benefits from each program, and
‘individuale can be assignad so that the success of each program is
maximized. The attitudinai varizbles in Table 3-1 ‘may be -
partlcularly useful for these purposes. '

This ass:gmnem proecss may be in conflict with th: cleszre t0
__benefit -cértain target groups, however, ‘because these groups
_ receive lower benefits than do other workers from all of the
programs. In this ¢ case, knowledge of which programs serve which

. groups best will still be useful because it still will be more efficient -

“to allocate the target groups 1o those programs where they, receive
the largest berefits. If there ae still program_ slots, the individuals
- who wguld havg the greatest expectﬁd benefits wguld be enrolled.

i
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~ military service
gssets and debts
: emplayment status at cnrgllm:m

L prcvinu,s occupations .
_ pr:viaus pay levels and earnings
. .. reason left last job , 7

- previous'iraining -~ __ . . ' '
skills and abilities >~ . - .

~“licenses and certifications :

" knowledge of job seeking ‘skills
knowledge of how to keep jobs

- socioeconomic background
.. jobs and connéctions of friends-dnd relatives .
\ intelligence level o
~ arrest record

income maintenance status at enrcllmem .
_ eligibility for different types of income maintenance
tax rate on earned mmme : v
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. alﬁtilﬂﬂ of mhﬁ fmﬂy mr;mbm tnward work
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" ability to express self orally and in writing

s pﬂer mobility

- Anmmas

attitude toward working
self-esteem ‘

general disposition
~ motivation to get ahead

’ degree of ind:pmdencz
- level of maturity of youth
attitude toward acoepting weifnm
willinguess to relocate. .
- occupational and pay aspiraticns and expecmum:}
_ pctc;ewed limitations on ability .
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" Program Ceméa&em Independent Variables. Mest social
programs consist of a sev of activities, and many of these are
common to several programs. It would be extremely useful in
modifying existing programs and-in the planaing of new programs

to know which of the compouents are most effective for various
types of participants. It would also be desirable ‘1o have
 information on the best combinations of components. To the
extent that the length and pature of the camponenis suoplied to
Individuals difict within or between the programs, oultivariate
techniques caa be used to identify cilective components. if
_ evaluations examine programs. which include a varety of,
companents and where ihe length of the components vary they.
should include as independent variables the amount of each
" swervice performed in a program (this will usually be expressed in
termgsofhours spent pes partcipant) and, if possible, a measuse of
- quality. i )
 Exogenous Independent Variables, Employment-related soclal
_programs -also differ in their effectiveness depending on the
charseteristics of the location and the circumstances in which they
opefate. Among potentiad factors affecting PrOgram SUCOESS Arc:
level of unemployment, growth in employment, average caraings,
and ilie degiee of manufasturing in the ores in which the program
‘occurs. The size and nature (farm, rural, depressed, etc.) of the
~=~a in which the program occurs and the degree of discrimination
. the area might a%so be included. The type of skill, the demand
jor wotkers with the given akill, and the average’ earnings of
persons with that skill would be important if the program lavolves
* training for specific skills, These variables should be included o
_the analysis as independent variables to determine under what
conditions the programs are mostcifectivé and which program-
_are most effective under particular conditions.

Determiving Proper Program Shie—Mescuring st (he Masgin
" A basi¢ question which the evaluation should answer is **What

- should bé the program’s size"” (including the possibility that the
- gnswer may be thay mo program s justified) ldeally,” the

L]
.



71

aluation would provide an accounuag of the total benelits

~ derived from the program at cach posuible level ©f program .

“hetivity, The decision maker could then compare programs and

ailocate his espendituies 10 yidd the lovel of asusity for cach

* which would maximiz: r'«¢ wial relum on the 1otal expenditure.

Yo do this, he would allocate his resources so shat each additional

dollar was spent on the program which ylelded the greatest teturmn
for that dollar, given the distribution of previous expenditures.

- Todate, howeve . svaluations of employment-related programs
have not presenind-these data. Rather, average benefils bave beea
calculated for a program a1 fned levels of program activity. “In

© order 10 make Program size decisions, ussrs of these an: yxes have
__ had toaSsume that the average benefits of different programs have
"3 diract relationahip 10 the benefits ay the 'margini¢ -that adding
& person 16 3 Program with a high average benelit would be more
beneficial than eouolling the penson in & program with a lower
average benefit. {inly if this ssoumption is true, however, »ill the
decision maker. zud up with e-optimal allecaton of hi

There are (s hnigues wingh od5 I Uxed 16 foughly apptaitir
the effects of changes in program suie, One echnigue i3 10 1eiale
the absofule and relgtive sizes 01 ihe Program n ulfetent BEo!

© markets 1o the level of program succes on those labor markets.
Thete is & wide tange of program mizgs which may be used 10
pradict the gifects of ogram growth or vitbachs. Fot example, i
the program has lugher sverage bonefit i areas whee only §
peivent of the pooT partisipate as v aied wilh areas swath b oshey
_pasicipasion ratey, program ovpan on would e expecicd 10
" reduce average benefits, all other o s held consiant,

A, Changes OSCUT in program size, th ayeally means changes in
the ty ¢ of program partipants For instance, small programs
may “cream’’ and onlv vt tugh school graduates while latges
programs may have 1o dig deepe: and enroil dropouts, (s likey
that programs Hase Jiffereatial effect: dopending on the type of
patticipants, Thesefore, i the cvaluanons can doiermuge the
average effects of the programs on dilferem groups ol

My it




srticipants, Wiis can be used 10 predit the effecns of hasgws o
program size with incressed partisipatos by parteaisr grosss s
Sirnilatly. if chaagesin program size invohve cChangss i prOgraT
knouiedgs of e gversge bemefis for ok

component will be useful, As the pumber of EvRILEDODY IO

. more exact mesures of the effects of program sze will grecuslly

_become avallable. Presumally the erpericnce of offer prograsmy
- a0 then be transferred to pew ones. Meanwtile, Rowtver, we

should seek t0 mensure the UDpec of progtams oa subdjEexps of
the participasts, (of components of tbe prograsm, &nd & differecs
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of data on oulcomzs. This should enhance the roocarches's ability
o locate subjects for follow-up purposes. Becaust of centam
drawbacks associated witi. ach of these methods, however, the
biddes is expected 1o discuss art Slefrnd the rationale for and the
implicatinne of hic prefeernd approach, o gontrast 10 he
aliernstive, Opuonal approacho,, carefully conudersd  end
argued, may be proposed. :

The purpyse of having a developmen.  phase of WO (0 e
wlhiether a methodology for mensuring the independent effects of
counseling can be deve Ig;ﬁ-fa. E’hus the offices selected for

R T Shopan beogyend
3

i-ﬁa‘-\lb&. x:, \_~- G5 ik 2 awadkd faRer F

cxainination should o
15 define an adequate level of counsehing magram giicrt If it is
not possible 1o devise a means of detecting differences in outcomes
between the experimental and conirol groups within “exemplary ™’
offices (i.¢.. those meei.ng cectain standards used o define
counseling quality), it would make little sense to underiake a
full-segle evaiuation w ose sample would include Offices which
tail 10 mest fHose basic standards. ' :

hess are, at the pretenl Ume, AppPIOR : .
ﬁf}’x@%zhmugham 1}1»: country. OFf these, about Eﬁ‘} hive ﬁtﬁffs of
20 or -more and employ at least one full ime counselor. The
sample of vexemplary’’ offices to be included in the research
should be drawn from a umverse of apgﬁmxxmawlv 150 offices
~hich have counseling programs that mest specified ctandards of
adequacy. The DOL wwill review the sppropriateness of the actual
stz dards for sample selection proposed by the bidder,

e The experimental groups should be drawn fram iocal office
ap;:ahnama “needing’’ (85 defincd in the E< munual) and receiving
counseling services. The comparison groups should be drawr from
local office ﬁgar-?!r*nm! “needing”’ hut o1 receiving couuseling
CEPEVICES. ’

As a summary checklist, proposals are expecled, 858 minimum,
to chscurs the Tollowing methodological ssues:
{1y whether -the research will ©e carried out on &
CONCUITENT OF Teii0spaatve By

2V}
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(2) procedures for sclecting the offices to be sampled
“and criteria f.r seocting the applicant groups for
“inclusion in the av cles;

(3) problems oue L0t expect 10 encounter in trying 10
cotablish oo v hetween and among. the
experunenial anu cnntri/comparison groups, and
he methi s thm will be used o deal with such
problems; and

(4) the sources of data t¢ ¢ collected, und the timing of
data cotlection.

Cam



Chapteié 4
THE COSTS
OF SOCIAL PROGRAMS

Na pregram prmides its beneﬁts t‘reé samelhinf' 1t be giu’erx
.pragrams carmat be us_cd to prgdace cther gaads and services,
Society, by devoting human ‘resources to conduct training
pmgrams for pamters, lasgs ihe se-vices of the mstructgfs as
few examples Df some e;vf the al fernatwe praducuan whlch may be '
forsaken. Thus, the costs of social programs should be corfsidereci
. tobe their opportunity costs—tiie value of the alter :: ;uve benefits

" which are foregone because of the programs.

: E—s!imiﬂng Opﬁﬁrinnli? ngais

It is usuaii;, inpossible, however, to xdenut’y what benefits are
fareggne and to place a value on them, especially for large social
programs. For instance, what production would be lost if society
chose to require all students to have an additional year of high”
school? What potential output did society. give up by providing -
medical services to the poor and old under Medicaid and
Medicare? Cé‘nséqu&nﬂy. because of the rfteasurement pfoblems
__.the opportunity cost is often assumed to equal (or at least be
proportionate to) the market price of the resources which go into
the program. This assumpticsn rests on competitive market theory
- which states:that is'a ncriectly competitive market, each marginal

9
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sctor of production will be paid an amount equal to the value of
its product in its present and next best alternative use. Thus, in
perfect competition the amount paid for producing a product will
refiect the value of the opportunities foregonc. (This means that
instructors in the painting program example will .be paid an
amount equal to the. value of heir output in_their next best
odcupation, Say, as paaters.) ' ' : '

There are many prublems with the application of this theory. .
Social programs do not usually operate in situations of perfect '
compétiticn. Most social programs involve governments purchas-
ing resources which do not Fave large, weli-defined competitive
markets with many alternative buyers. For example. the number

-of “‘purchasers of educational build:ags and peronnet is quite

liited in most geographic areas—there are usually only a few
school distric.. and proprietary schools: In addition, the
government is not a profit-maximizer. *(Onc- of the many
assumptions of perfect competition is profit-maxirnization by "

‘parties.) Therefore, the government may pay economic rents Lo

the owners of resources, i.e., the government pays more than i3

necessary_to attract those resources from alternative uses. One

such example might be the hiring of unemployed workers for
public service employmerft. Even though the alternative uses of
these workers may be very limited, the'government usually pays at

" least the minimum wage and possibly a considerably higher one.

The social program expenditure in this case can include a form of
transier payment as gvell as an expenditure 1o cover the

“oppws LUty cost. -

Oyher deviations from the o rfect competition model inclucde
mousy Y pOwer, externalities, and ﬁpﬁfﬂarginal purchases. 'n
cone aivs the sellers of resoLices may possess mor poly power
e Hermils gem o obtain ccoriomic rents from those operating

. piograms. An cxample might be the imposition of
regulations requiding the staff of « program to be residents of the
area in which the program is operated. This may severely fimi: the
« and allow them o gain salaries above’
their opportunity costs. i
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. In the case of externalities, triz 21suwt paid to the resource will
not reflect the true opportunity co! for society because of
unmeasured or unatiributable costs. An example of such an
externality is the situation where participants in a social program
forego employment in order to attend. There may be persons who
would otherwise be unemployed or employed at lower paying
positions that & able to il the jobs left vacant by the

‘participants. Society in this case loses the output of the program

participants bu: gains the cutput of the secondary groups. Overall
there may be no net loss to saciety.' Alteruatively; if the program
involves work experience or on-the-job training, & program
participant may be displacing somcon: clse who would have been
doing this work.~{f this = nd displaced person becomes
unemployed (or causes someone clse to become u nemployed), ne
output of the p.ogram participant should nut be included in s
‘entirety as a negative cost in calenlating the costs of the program
to society.’ :

Finally, there are cases where the purch ses made for social
programs are <o large that they affect the 1 ice of the resources
bring purchi..d. In these ponmarginal cases the problem. is
whether the opportunity cost of the resources is equal to their old
price, the new price, or a price between the (wo. :

Even with these problems, however, the opportunity coste e

assumed to be reficcted by the costs of the resources involved. This

occurs because no alternative method of valuing for-one
opportunities offers a better solutive. 1t is neccssary to be
cognizant of ihe pussible shortconung: of this approi. h, however,
and to make adjustments when appraoriate. (The zdjustment s
making an cstimate of

1. Sirail
wanifer phyments evoi though s partcipanis pey les and FeCEIVE TR
gé‘s:n:mtﬁl: Fhen the seeandary indindue! ' ol employment, the government weilase
and unemploymenl payments ta thew may fub o the exteni taat they ceuld offies the
gavarningnt [osses on the partiaipants.

:, the gaxerament il not nocessandy loio tav feveRuss of pay mcress &

=

3 oo, ealeufatiorne of goverminent Con et ment offet g
i in B noirassier




O

ERIC

Aruitoxt provided by Eic:

82

what the ;| -¢ would have been had 4 compelitive market existed
for the sal - f the resource.) Also. luckily, the problems are not
severe witt mployment-related social program: as i other a
Most resources ase Boughit relatively apen market

Listing of Costs of Employment-Riated Programs

Obviously, 1t 1s mmportant w disDiguitah whosl Lonelnou
being foregonc, We may have the situation where the party whoss
doing the giving up 15 not the same as the one who is recviving the
senefits, One of the st common anistakes of program
evaluation is to ignote the costs meut 8 by parties other than the
gavernment.

Society, individual  progiam particpaits,  nplorees, atid
go. spmentmay oo v be reguiresd 1o gIve up esoureey for use in
the programs. In come cases, exponaditiigy Of TEs0UTCD will mean
forepone apportunitics for more than one proup. For example,
<alarics of program admimstrators will be cow for society as well
45 Tor the government. There will also be  aurces foregone whivh
i) be costs for some groups but whis” will be gains for - her
feoups. For example, govers oo allowance payments to plog. 4in
saricapdnts or reimburcernents pad o crplovers will e vosts for

i

(e goreinment buowallos dte reduce the costs of the
v scipents and the firms inved Ve Therefore, wo oodginn

present separate fiste for each pa

AL Costs ror Sy

Goetety's costs for operating so PIORTRITES Cofabd ot the read

3ot merely funds) wineh are

ceeoirees (gondn nd services
used up by the program bud e od v bren wrvotsd o othwt
proc lve Uses had the progacn Bol ooy © (Transfers o1

goods and seisios, Howe slu PAVINCDES,

for e detmle

v e peperabrule, &

sa¥ali, af

._
7

-
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within the society are notl counled <ins- they do not abter the
aunt of real resources used, onfy the carties whoe use them )
Among the resousce costs 2 wonal proge-onsare the Tollowing.

b oThe Time Speat by All o onnel T olved in the Progran

Special cary should be taben o indude the tape ol the

FOHIOw i Piripre b il i deol bl Ten

Lgly thase v o are aot eneead full e i the progra
k k F

a. The i Progect Staff, The o 0 noubd mbhnde e
value of che gine they spend on :
desigi o the project proposal;
counseling of prospeciive pastic:
ANY  SUPPOTUSNT SOV cOnlvwd w0 P gl did
as legal services, counsuhing, wstodos coo ol the

quipment Facihitiey ued yvothe ogram, v cre

i
v TIVED. it e R

reating, dind

(e mon ol

equipmen
LETVICES, 7
transporiation,, ooy allowdn. s payments, job

LA vemtedin educaticon, angd

clapment, sholl oanen coborefast and pacenont

oy alati s Gt

o up covr ol pwe e and s of

Phe Teonin eaeptig and oy adi nainanes Lk

anvohved i cach of the
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Fitkos bilsh s

. Fersons gl the Keoonad and 5 Loedn
o woohd e all perser who aren any oy az;n!uru‘\;%, e
program,  Thic would suchede comaltants 1o loud

mroneuts, feld  uapery o svrsoan responsibie {or
PIGIECT APProsal and fovie, angd statsbaans hvolyed

§ o reviewing project reposhs Agasn, they salanes she
pe allocated i proporion o the bme SRt on i
jria LA
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Thus, to measure many c:f the costs raqmrFs krmwlcdﬁe of what
would have hdppened to the pmgram participants had they not
parlicipated. The best way o get this knowledge is to use a control
group which is randomly selected {rom persons willing and able to
enter the program. Only this group will give an internally valid
estimate. Thus if the costs are to be as accurately estimated as -
prégrarn outcomes, the same type of control group must be used
to measure both. If projects are selected for cvaluation when
funded, this will permit the same control groups to be used to
measure the costs and impacts of a pmg’rémi )

The Use of Lar‘ffm Groups. Conirol groups should Ge used W
provide information for three types of cost estimates. The first is
the loss incurred while the participants are in the program. While . -
psrhcmaung in the program, individuals usually are not engaged
in what they normally would otherwise be doing Therefore,
parhclpauan in_ the program may lead to losses . after tax
carnings, unemployment compensation, ot weifare pgwmm» by
the individuals; potential production by society; and taxes. by:
governmernt. The experience of the control £roup- dunﬁg,ﬁ\thx=
course, however, should not be affected by the program. (This
assumes that the program is not large encugh to affect the entike
iabor market.) Therefore, the difference between the control
group’s and participants’ after tax Lamm:s unempli)ymcnt
compensation, weifare payments, production, and taxes will show
the losses "actvally incurred bggaua Dt participation in the
program, A : o

The second use of control groups is 10 duermme how much of -
the governmental services received by the participants would not
“have been received if there had been no program. Earlier we
discussed Employment Service job referral services which are
normally used by many of the persons who enter employment-
related programs. Similarly, "when welfare rempxems enter such
programs the counseling they receive in the program may merely
"~ replace counseling they would have received from a case worker,
Therefore, it is important that information be collect ed.on the
amount and nature of all governmental services received by both
the participants and the control group. If this is known, the latter -

O
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can be subt:actzd fram the former to find the a"mai increment in
services which result from a program. "Then), only the cost of this
increment id services should be compared with the benefits \%ueh

_were cmcmatcd as the diff’gremfs between: the\ two groups.’ =

Fmally, the control group can be used (o ffxea\:un the increment
Cinc pragram-rclated expenditures by the participants, Some
) programs require that the participants incur expenses for travel,
instructional materials, uniforms, living expenses and meals away
from home, ¢ !:Efgmg of these ax;}endlmres fepresent added costs
o(f program cipation; others may ndt, however. If an
individua! would have been taking the bus to work instead of *
taking-it to a training center were he not in-a program, there may
be no additional cost,of transportation resulting froth the
program, To arrive at this conclusion it is necessary to know the

- expenditures associated with the program by the participants and
the ¢xpendxmres on these items by the control group.

If it is not pqssxbig to have a ;cmtrcﬂ -group, thc same
ififormation should be gathered for a comparison group. All of
the same internal validity problems would o¢ccur in the
measurernent of costs as were discussed, with reference to benefits
in Chapter 3. Therefore, once again we sztmngh recommend that
control groups be used.

Measuring Costs for Other Family Members. In addition to the
control group, measurenients should also be made for other
persons who might be affacted by the program. One group.which
is very-likely - to be affected is the participant’s family. For

* instance, 1f participation lowers the earnings of the parucxpant,
* the slack may be taken up by another family member who accepts
a temporary job that he would not normally have taken. Such
changes could be discovered by compiiring the work experiences
during the progrdm not only of the participants and members of
. the f‘DmTQI gmups, but also of their respective families.

——

5 The mehm assumption in the use of a control group 10 measure the incresient in
services is that the leve] of service provided by tht program being evaluated does not alter
the amount of service provided by other programs. In terms of the examples, the funding of
addxﬁéﬁsl Voeational Rehebilitation -programs should not reduee the amount of the
Employment Sm Hee or ﬁubh; assistance case worker nid prov mcd ta the control group.




Accurately Measuring the Cosis

Goveérnment accounting systems are designed on an appropria-

tions basis and not on the basis of incremental costs. Typical

; government cost accoiinting says that ahything paid out in the
‘name of a program is a cost of that program. As a result, many

= jtems are improperly charged-to a program while other costs are

ignored. Some specific examples of

these problems follow.

*  Proper Program Assignment. The costs of functions performed

for a program sometimes are nol charged to that program. We

have already discussed the example where one operator of a
program may devote staff time to job development, while another

may use Employment Service (ES)

function. Under present accounting procedurss, these costs are ail ~

assigned to the program in the form

ES in the latter. Yet the same services are being performed for the

staff to carry out the same

er case and all assigned to the

program participants in the two areas. Other examples of costs

that are often improperly assigned are remedial education, which.

is sometimes provided by the loca

| school systems; the use of

schocl huildings and equipment for training programs; the. time
spent by various public officials preparing project: proposals; and

the value of the services of persons

on loan from business to the

_government or of volunteers.® Therefore, in these and many other
situations one must go beyond the costs directly assigned to a

_ program in order to include the costs of all of the additional
services provided because ‘individuals participate.in a program.

T Similarly, if E:Xpezixditﬁes are assigned to one program but in
fact are made in part for other programs, only a portion of their

costs should be included. For instance, equipment purchased for -

one program subsequently may b

e used for others (such as

machines bought for a training class which are subsequently used
in other classes or for vocational education purposes), Or persons

who are hired for one project may also be used on other projects.’

' 6 Valuing théépp@ﬁuﬂity ‘cost of volunteers' time is especially difficelt because the

volunteers may be using leisure time. A truly satisfactory method for assigning & doilar
value to leisure hits yet 1o be developed. Presumably, it is at least as valuable as the income

the.individual ebuld camn were he employed. (If
work.) !

leisure is less valuable, he'would go to

T
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Inclusion’of Ali Costs. All of the costs of a program should be i
measured. Yet, there arc several items frequently overlooked. lee‘
first, the value of public facilities provided free of charge was

discussed above. While the use of these facilitie§ does mot

represent an outlay of funds, there are still costs involved. Most
equipment will wear out with use, and its use by social programs
- will accelerate the need for replacement or repair. Therefore, the .
depreciation of this equipment should be calculated and included

in the costs of the programs. This will be Particularly important .

for the often quite expensive instructional equipment used in
vocational training courses.

Even for buildings that will suffer iittlé from- the additional
wear, there are still costs associated with their vse by social
programs. Other activities may be displaced. For instance, if a
~ vocational high school is used for. CETA training, vocational
- education classes may have to be held elsewhere or may not be
' held at all. Both of these alternatives will involve costs. Similarly,
even when an abandoned army base is used as a J ob,Corps camp,
there are costs if the property could have been sol or leased to
private industry. Thus, to measure the true cost of these facilities,
. they should be valued at their market rental value. *

The administrative cost of social prc‘gﬂrarns_!is another category” -
typically underreported. There is a.large administrative overhead
.connected with each program. Many of these-items are included in
the outline above. The time that civil servants at the national and
regional ievels spent on planning the ofiginal program, budget and
proposal approval, project ‘review- and monitoring, ‘program-
‘connected evaluation and research, fiscal appropriations and
" accounting, and on all other administrative duties involved in-
program operation at these leyels should be considered. Ideally,
~ the time spent by.all government:workers from the Secretaries of
' Health, Education and ‘Welfare and Labor on down, should be
apportioned among programs and among particular projects, if
‘possible. Greater attempts should be made to approximate the
* sérvices provided in each of these categories since they represent-
sizeable costs’ which presently are excluded from most calcu-
lations.

~ T
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Ca,lculsthig’ Marginal Costs

i

“  Another important concept for measuring both impacts and
costs is that they should be measured at the margin. Social
programs afe evaluaied for the.most part in order to say whether
they should be expanded or contracted rather than whether they -
should be maintained at thejr present size or eliminated.
Therefore, what is nceded are the benefits and costs associated
with various changes in their size. Eor instance, what wi: be the
difference in total berefits and: costs of adding an additional
person to a class or an additional 10,000 participants to a
program? Oftén the cost of ‘adding extra participa:sts®, is

" -considerably below the average cost for an existing program. For
. example, adding one person to a lecture-style class is almost
costless, in most cases, sincé the classroom and instructor are
already. committed. The result is a declining cost curve such that
the marginal cost is considerably below the average cost and the
‘benefit-cost ratio_at the margin is much higher than it is on the
average (assuming constant benefits). Yet, generally only overall
costs and benefits are considered and not those at the margin.
Only if the ratio of average benefits and costs is proportionate to
benefits and costs at the margin for all programs will average
calculations of benefits and costs be accurate guides for making
program decisions. The problem, However, is how to measure
' benefits and costs at the margin. o .
- One way of looking at the problem is in terms of the total
‘pational program. If it has had a long history and has operated at
a-number of different sizes there may be a sufficient total number
 of points to construct a total cost curve; the first derivative of that
-ci:;rvez will yield the ‘marginal cost of the program. One can
simifarly calculate marginal benefits, This procedure requires a
number of different studies over a broad range of -program sizes
and the real world operation of social programs does not lend
itself to this type of analysis because most of the programs have

recently. been developed or modified. PR

Another method of calculating marginal cost is based upon how '
much it costs to add additional individuals to particular projects.

Iu;_
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In this situation, projects are the unit of observaiion. Arraying

. projects by sizz and cost per project wﬂl show the marginal cost of

adding 1nd1v1duals to projects. This can be done morc formally by

*. regressing project cost on project size to calculate, ‘the marginal

cost as was done by Somers and Stromsdorfer (32). This
procedure, however, has a potential limitation stemming from the
possible correlation between the size of the program and the labor
market conditions in which it exists. Thus, a program of 500 in

. New York ley may vield costs that are qwte different from a .

program of 500 in a small town, ,

An extension Gf the regression technique was ﬁéed by Hardin
and Borus (17) when they regressed total cost.on the size of the .
project in terms of total enrollees, the number of sections of the-

- course, the number of weeks it ran, and tne number of hours per

week. This EHE}jElS was designed to show not only the effects of
increasing the number of enrollees but also the passxbl&ﬁfects of
changing other components of the magnitude of the program. In
this analysis it was found that it was somewhat cheaper to increase
the number of enroilees per section than to lengthen the course or
expand the number of sections, at least m {he mstructmnal cost’
area.’ -

;Joint Costs -

Jomt costs exist when the use Gf resources praduces more than
one type of output. The classic example is the raising of sheep to
produce both mutton and wool. In this situation, once the sheep
have been rajsed for wool there is no additional cost to raising
them for mutton. Or alternatively, once raised for mutton thf-re is. .

no addman 1 cost to-having them produce wool. The question is

«  ““When aresource is to be used for one  of these purposes, Shnuldi '

zny cost be_ asnlgned to the other purpose?”’ For example;
machinery hought for use in a vocational education clas- 3 cften

“used in a CETA trdining program. S6me peaple have argued that

since the primary use of, the equipment is. in the vocational
education programs and it ‘has bzen purchased for that purpose,
there is no need to charge any costs to the training program since
N = ' \\{ "
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the marginal cost of that item is zero. While such logic is true for -
the sheep’s wool and mutton, it is not true for the typs of item:
being discussed in most social programs. This is demonstrated by
- identifying the oppoitunity costs involyed. The use of the machine
in vocational education courses does not preventit from having an
opportunity cost in-alternative uses at other times. Presumably, if
the machine wds not being operated-during the training program,
it would be available to someone else who might rent it, Similarly, |
public buildings used for social programs have separate .
.opportunity costs for each period that they are used so their rental
value in these uses needsto be calculated. There appear to be very
few cages where social programs actually do use existing facilities
which do not have some alternative use, and hence a cost which is-
indistinguishable. from the social program use. Social ‘programs
are, fortunately, not like sheep.

Examining the Costs of the First Program Perticipants
The cost of a particular program will vary, depending on when
in the course of the program’s development the raeasurement is
made. As with most businesses, the costs of social programs will
decline as their scale.and life increase. A program will have. .
reliati\,{elyhigh costs per participant when it is being developed and,
the number of participants is small. Program staff will be engagrd
in training personnel, astablishing bockkkee;ping systams, writing:
proposals, expesimeniing with program ideas, and similar
organizing functions. As the program becomes more established
and, experience is gained, fess tire will be spent on t;2.¢ activities
aid more tite cai b devoted to providing services, i.reasing the
qumber . oF periic:pants, and reducing unit costs. While the
henefits mas ot vhange with program size,” it is almést certain
that the prograni 22518 will change. Therefore, the time period in
which the. cosw. »f '« mograin are measured will be crucial,
. particularly at the oeginning of @ program.

e i e —

I pi:as,ﬂiblg ‘Lal beoefit levels will also char 2 L. the f:rr;:gram develops. This could- ‘

occur if, ag lif DyopFAM operators devotr more time to providing services, the quality of
such services as training jmproves. ‘
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To resolve the problem for a new program, we suggest that the
benefits of the first program participants should be related to the
costs for later participants in the program.® While this would cause
the costs assigned to the first group of program participants to be
below those actually incurred, it would give a better indication of
the long run costs of the program after it has become more
establishéd. Moreover, it would not lead to any delay in evaluation
since, as-has been mentioned, the success: of the participants
should not be measured until one year after they leave the:
program. ' ' o
8. Cost data still should be gathered at the start of the program to make comparisons

with later cost figures, to find the extent of decline in costs with increases in the size of the
program, and for administrative purposes. :
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The following table fsts the costs of a vocational education program run jointly by a school system

and employers. Under this program students study half of the day in the school and then learn & trade in

an employer's establishment, At the top of cach colum are the parties who might incur the costs. Place
olus (+) in the box if positive costs arc incurred, a minus () il negative costs arc incurred (i.c., 1f the
party receives resources instead of losing thern), and a zero (0)if therc arc no costs to the party.
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. : ‘ThePodunk Vocational Rehubilitation office has encountered &

~ - problem, Clients have not been keeping appointments for weekly

- counseling sessions or have been showing up late, This has meaat
that the staff have periods witen they are not being used while they

Dr. Judy, the office director, calls a staff mecting to discuss the

* problem. She ekplains that having “counselors idle is both
inefficient. and costly. Shie propuses that clients be scheduled for

.7 4ppointments only-at 8:00 A.M. and 1:00 P.M. When they come
in they Will each receive & number and wait until their number is
" called. The system will be first come-first served so that those who
do not want to wait will come in promptly when the‘office opens at
8:00 A.M, or reopens after lunch at LOO P.M. S
Ms. Mickey, one of the counselors, argues that such & system is -
not desirable because it is unfair to the clients and the office
* seception area will be crowded and noisy. {nstead, she says the
office. should copy the airlines and “‘overbook.” Counnselors can

L ﬂgfﬁia y see two.clients an hour. To reduce unused time for *'no
‘ “irée clients should be scheduled for each hour’s time. I

- all_three clients appear, requiring 90 minutes instead of 60
- winutes, those scheduled for later appolntments will have to wait,
* Di|. Judy asked What would happen: to clients still waiting at 5:00
. P.M. when the office ‘closed. Would theéy be rescheduled for
" another day? Ms.. Mickey thought they should be seen that day
© . with the counseior yeceiving overtime pay. Liis-was veioed by Do
 Judy because it would break the, office budget. Mr. Fish, -
. representing the: clients, argued that the whole discussion was
- making & moudtain out of 2 molchill. He noted [the building, -
- lights, keat, and staff would all be there and paid for whether
. theré were ten or oné hundred clients served on a particular day.
“Therefore, it was no more costly 10 keep ‘the present system than
- . either of the proposed solutions. A )
v . What are the
“which o you wbuld choose and why you would select it.

iﬁ%&s of each of the three alternatives? Explain

"
.
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ST Chapter 5 |
CGMBENING THE MEASURES |

OF‘PROGRAM MPACT .

-~ ANDCOST

’ The data gathcred !‘qr ;f\fa]uazmns of social pmgrarns sbauld :
pmvide the information to - ansyer four types of queimns
" 1) Shoulda paﬁ:cnlar program be continued?.2) Which of several
altm;gmg prugmms should be,_gxpanded or cantracteﬁ? Hin
what ways can changes in the components of a particular program
lead - to ‘improved efﬁmencv? 4) What - programs best serve .
parﬂculsr groups of individuals? The-‘data’ dlSCBSSEd in the
previous ehapters vnll prm‘xdc the answers to -these qu:s\tmﬂs
“'Before such: answers can be obtained, hﬂweve;, several technical
- decisions must.be-made. These include: how to handle pmenna!
+ impacts which occur after measurement, how to treat jmpacts and
~costs which occur over time, and hcw to handle external effects.

and secandary Enpgcts

Tmling Futnre Impacts'

, Sxmal mograms may affect the parnmpams fer the remamder
: of their lives. Theréfore, to accurately assess all'of the. 1mpacts of
these prﬁgr&ms it would be desirable to'wait until all persons in the -
pragram have died.? Obviously spch a suggesngn is !udzefcus The -

I Wc mmmlz on qutstiﬁm reldting o Impacts ﬂn#é we have defiged all #fless, -
. positive or negative, which ooour after the pmg;mfn as Impacts and those which peour
dmin;mspfnm L] cﬂms tm;: of the smpagls alter ﬂn: program should lnvn!vz paaﬂﬂ\':
beneflia, ’ -

-5 Sina: ‘there msiy alm be iﬂlﬁ;ﬂif"ﬂf‘ﬁrﬂl :f!'a:ﬂ an even lanng pefinsd of ,.
nbssvlﬁen Ay he ﬁ%‘:ﬂ!}d : .

- L '_ slé;" -
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~ purpose of program evaluation is 10 make policy"desisions on
" whether the p;ﬂgram_sshaxﬁd be continued, and if so.in what form

* and for whom. The decision maker cannot wait thirty to seventy

years before he makes a-judgment.’We have suggested that the .
fedsuremerit’ of impacts should occur one ‘year - after the

. program’s conclusion, with subsequent follow-ups. This ‘will

- ments are made. Such estimation requires 1o sets of projretions: . o

require estimating what impacts will occur after these ‘mensure-

. how will program imgaﬁschaﬂgé over time and how long:will the

impacts last? ~

How the fmgdﬂs Miégi‘! Occur C)%vs:? Time. 1t s sonreivable that
the .impacts of an 'emplaymem&élated program might ‘BLOW,

. erhain constant, of decline as time passes. They might 81O £ the

extent that the individual participating in the program is placed on -
an entirely new and higher job tadder that he would not have .
attained in the absence of the program. ». good example here

- would be the vgc_aﬁonal'rehabiﬁmﬁcn program which provides.

‘artificial limbs. Most of thi§ program’s clients would have little
expected earnings during the rest of their lifetimes in the absence
of extensive prosthetic treatment, physical therapy, and vocational

\raining. With the training and the prosthetic devices they are able

to-function, at least partially, in the employment world and to
receive the earnings increases mast people usually receive as they

build seniority. , D w

. program might be to shift e individual up one rungon a ladder - - !

© Alternatively, one can see situations where the effect of a social

above where hie would have been :n the absence of the programbut

‘move him no iurther. For instance, an upgrading program within

e

a plant might take a semi-skilled machine operator and train him,

" tobea ;fnaéizinjst. O:ice he achieved the machinist status, héWEvgr_;
. -his percentage increase in wages would not be very giffereﬁi from

those paid to-a machine operator.’ -

Y Ev:ﬂha.hmm‘ the individual will have increasing bergfits over tinie in an

" ahsoluie tense because the perdentege wage Increascs afe ealculaied on a higher bise; that
. s 5 percent increascona §2.00/hour bass would give an extra Len cents an hour, whireas
© " (he same § percent ridse for someane earning $3.00/hour would yleld fifteen cents Ao hour.



o : 103 -
“.. Fipdlly, there may be a situation where  the impacts of the
program decline as Pme ‘passes. This may be duc. either to
obsolescence of the sill and training provided or to the fact that .
other avenues of advancement would have opened to the'program -
participants had the program not éxisted. Examples of the former
case are & riumber of employment-related programs whijch have
provided training for jobs with specific employers or training in
‘the use of particular types of equipment, The person who has been’
~ trained for the needs of a specific employer may find when he
_leaves that employer his specific skills are of no use to other firms .. -
hiring in thé job market. Similarly, the skills-of a persorf trained
'on a particular piece of machinery may become at least partially

- obsolete if that piece of machinery or the production-process . -
changes. ~ SE L
* An example of  situation where program participants. may be -
given'a jump ahead of individuals who do not participate (but -
‘thes¢ other individual§ may subsequently- find other means for
~ catching up) would include the individual who receives vocational
- training in high sthool. He may have a temporary advantaggé until
others sabsequently receive such training in a postsecondary
-, 'school, in'the armed forces; or in on-the-job training. Thus, his
- initial advantage may. be eliminated with the passage of time and
the use by otherspf alternative methods for advancement.
. . oA

= "Given these three possible divergent streams of impacts over
_time, which one is appropriate? The most, logical method for
‘raking projections would be to hase them on the experience of |
participanfs in other programs. If “the gains from a similar
. program have increased at an annual rate of S prreent, then this
 figure could be applied. Unfortunately, there js - . Afable basis
for comparison. Most social programs and almos. .. evaluations -.
of ther are less than fifteen years old. Longitudinal data are not
yet available on them. Further, the few longer term studies which
s .l;}ﬁ,ave been conducted with comparison groups are contradictory.
Hu et.al (19) and Somers and McKechnie (31) found declining - -
- earnings impacts for vocational education after six years and for
institutional skills training after Tive years; Ashenfelter'(2) found

“declining earnings gains for males butre!'a‘tive!y ‘constant gains for

g_’? N
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females jover a five-year permd following’' MDTA ‘institutional
tfalmng Borus (5) found increasing gains for five years fullamng
.msntuupnal training; and Barus .and Prescoit(7) found increasing
ea,rmngs benefits for .men cnmpletmg mst}tutmnal tfa,lmng but
dec‘hmﬂg gains, for the dmpauts :

: T?:e puraz‘mn of Impacts If it s fuun,d thaf*’ the gains af
. program pamazpahon decline) steadily .over time, - they may
eventuaﬂy*feach zero.* Alternatively, if they remam constant or .
mcresse during the period of observation, they ‘mdy continue until
the .individual retires or dies. The magnitude -of the pfojected
impac'és and the resulting program ‘evaluation will be greatly

: affected by wbic:h orie of these sceharios is selected and by how far
into th& future the projections are made. Different studles have
chcsen one or the other alternative. * :

A Pas.szble Salutmn The best methéd. for estlmatmg future

uﬂpaets appears to us to be a sens mvﬁy analyms which projects the

_ ' impacts for several periods with the impacts inéreasing, remaining’

"constant, and declining.’ A matrix can be constructed which.

~ presents the expected impacts-under each of the alternatives (e.8.,

-TablE 5-1). Such & matrix will, show the sensitivity of the impact-

-~ estimates to various c:c:mbmatmns of assumptions, which should
be useful when comparing different programs, -

*

, As longitudinal stddies prc\nde mcre hard data on the trends m
e lmpac:ts -over time, the matrix can be ‘condensed. Until then, -
) g-_ccnSIderable‘a thought .should be given to determmmg which
‘descnptlon of the partlcular impact studied is most appraprlate -,
Filling in the ‘matrix is only the first step in projecting -
"“-*~o1mpacts=-thegrcti;al or empmca,l considerations far selectmg the ,
_ “best estlmate" must fc]]c\v - i

P

i
|4, All of the longer evalutations have found some benefits to persist for five years after
Lh: m:atmtm . o, . ) .. B

*

,' 5. Léngﬁr term prgja:udns also should take mortality and changes in laber force. .
j,’eipaﬁnn rates into account. . . .
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Tnbla B-1. To’tal:lmpgeu Under Aitgrnathm As;umpﬂuns .
' | Impacts increase

: “Impacts decline |- .
. Psﬂed of . annually by: Impacts are . annunlly by:
lmpaet Iﬂa 5% 15% constant 5% | 15%

E'Eyears Sl I

. 10 years= i - -
ﬁEOyesrs ?77” B o

‘Until: partics ' o

Vipantreaches| = | - _ :

.B5years | | . Rk e

Assigning Values fo Future impﬁcts and Costs
-/

) “ The beneﬁts of different types; of scclal pragrarns may. be '
- ., realized over different-periods of time. Likewise, various impacis
of a program occur at different points in the tifme fcllamng ,
participation. Fmally, praérgm impacts occur in the future (after .
' the program), whegeas costs dre incurred in the present (during the
program). The basic question to be answered is ‘‘Are impacts to'be
. treated equally regardless of when they oecur; if they are not, what
is the proper method for eqhagmg future impacts with those which
occur naw or costs which haye already been mcurred?" '

-‘To canstruct a snnple example;take three prc)grarﬂs that reqqlre .
an investment in 1980 of $80 mﬂhcm Program A will return $80
million in 1981 with no further impact. Program B will return $40
million of benefits in 1981, $40 million of benefits in 1982, and $40
million of: benefits in 1983. Thereafter, there will be no. benefits.*

.~ Program C will pravgde benefits of $20 miilion for each of the

* gevern years from 1981 thrcugh 1987. There will' be no benefits~
after' 1987. Which program 15 préferable or shauld there be no’
pragram? - .. ‘

Pregram A is urﬂlkely to be the chmce because most peaple are , i
: not indifferent tc:ward options givirig them an amount-of income

in the future equal to the amount that they invést now. This occurs -

Li
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%or two related reasons. The first of these is “time_preference.”’
This is the old saying, ‘A bird in the hand is'worth two in the
bush.” Simple proof of this desire to have our cake now rather
than in the future is that most of us requiré that wesbe paid a
certain amount in order for us to postpone consumption. In order

for the bank ‘to induce us to make deposits, they must make

_interest payments. Similarly, rrgast people borrow money and pay
interest in order to buy things now- rather than to wait until they

~ hdve the necessary cash for the purchase> Individuals will pay .
- 12 percent interest charges in order to have a new car now rather
- than saying the money and buying it two years frgm now. The .

individual’s rate of time preference, which is subjective, can be

. estimated by his willingness to loan or to borrow. He will loan.

" money as long as the return is greater than his time preference rate
and will borrow monéy as long as the interest rate he has to pay, is

" less than his time preference rate.* \ -

“Another ‘way of Jooking ‘at the problem-of valuing future
benefits in terms of present expenditures is ip terms of the
.opportunity cost of alternative projects. If .a person can earn
‘interest of 6 percent by putting his money into a riskless savings
account, he would'be foolish to invest in a project which paid him

less than 6 percent. Similar logic applies to government projects. .

The government should not undertake any project which pays less
than-the alternative investments that it might undertake or the

retitrn the resources would earn in- the private sector.” The use of -

private sector rates of return is important because taxation of the

‘private sector is the source of the resources which will be used to
‘undertake the project. . . = ‘ :

~ The two coricepts are. in,ferrelatedi In a perjfeé/tlly competitive
capital market, as borrowers whose time-preference is high borrow

6. It must be recognized that there are factors ofher than tiri’/lé_ﬁfcf&f&ﬂﬁeésuth gs
precautionary saving for a rainy day—which will influence willingr/z(zss to'borrow and loan

. at various interest rates.’

= .This sfatement holds only if the returns from the pt@jﬁtsz are fully and accurately
‘measured. It may be that the government project has certain ﬂﬂnéﬁﬂntgﬁif; benefits which
are soclally desirable and which cannot be expressed in economic terms. 1n this case, the

governmént project might be undertaken even though it does not yield the raté of return -

attainaple in the private market.

el
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, more, the intesest rate will rise and their time preference w1l! fall.
Similarly, the interest rates lenders can charge will fall and their

time preference will rise as they choose the best -of alternative
projects. Eventually,-an ethbrmm point will be reachéd where
the borrowing rate, the loan rate, the rate of time preference, and -
the opportunity cost of alternative projacts will be equal. This will
be ““the” discount rate—the rate by which future returns would
have ta be reduced to find their present velue The formula for

‘ deterrmmng the preeent value of impacts is

, B. "B, . By B
-+ . = e T
(1+r) (1+r}: (1+r_)n L2 1 (1+r)t

i M =} 4

PV, =

Where B;, B;, Bn are the bene‘f'ts (net of lesses) in yeers 1 zrand
n, respeetwely, r is the rate of discount, and t is the year. In terms
" of our example, if the discount rate is 10 pereent the present value
:of the benefits of the three programs are $72% million Yor
- Program A, $99.5 million fer ngrem B, and $97.4 million for
Pregram C. _

Unfartunately, in the real wc:rlci the capital market i n.e{ s
perfect. There are several major factors which - prevent -

. estublishment - of a.single discount rate. One is the tax raie D*P
*. private projects. Since the corporate’ pmfit tax rateo agrmef‘ke LI

perzent, a project needs to have a rate of return 2% leest twice
high as the individual’s rate of time prei‘eres;ee in order for the
project to be worthwhile for him to' Undertake. Aunoiher
consideration would be that projects are not equally risky. An
.mdmdual in mekmg hlS celeulatmn Qf the rate e)f retur n, must
EThereferei the rete of retum mey heve te exeeed ﬂw rate nf‘ tu‘ne'
_preference before it will be: werthwhile for the individual to. |
undertake a project., Furthermnre, the rate of risk will vary among-
projects so that there will be a whole variety of interest rates
- charged to ernye at an equally riskless rate of return. Other
disrupting factors which lead td a diversion of interest rates from
: the amgle discount raté are various merkef 1mperfeetlens sueh as
e

-e?"s | - \eL;
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lack of communication, :iﬁperfect knowledge, manc;px:lies, ‘and

outright discrimination. Finally, there is a problem of externalities

_in thet the rate of return in the private market may not take into

account all of the costs or the benefits which dre derived from the
project. This is & problem of proper allocation of costs and returns

. to a project. For instar.ce, the owners of a polluting smokestack -

may not be charged.for the pollution. "The ‘pollution exists,

' however, and it lowers the rate of retufn on the project for society

although it -does not lower ‘the private rate “of return. In
conclusion, there is not a single discount rate "which can
automatically be applied to all social projects. o

5

Which rate, then, should be used? As stated above, the discount

rate should be no lower than the amount people are willing to pay"

to borrow.funds to increase consumption, nor’ should it be less
than the return the funds could earn in alternative investments.
These rates differ, however, depending-on who is borrowing ahd
whio is investing, The government borrowing rate, practically risk
free to the lender, has receritly been between 4 and 9 percent.
Business faces a somewhat higher rate—the prime rate has been
between 6 and 12 percent in recent years. Individuals face many

‘borrowing rates ranging from about 8 percent to over 25 percent,

depending on the risk jinvolved to the lender. The alternative

“investment opportunities also vary. The basic alternative to a
government program is a tax cut which will allow increases in

private business investment. The return on private investment is in

- the range of 10 to 20 percent, part of which is a premium for risk. -

g The return to the individual is typically lower (5 to 15 -percent),
again dependent on the risk involved. Sirice the extent of risk isnot

Known in the investment cases, the truerate of return is not kniown
for alternative projects. o g S

~ Toquote Prest and Turvéy (23) “‘the truth of the matter is that,
whatever one does, one is trying to unscramble an omelette, and
no one has yet invented a uniquely 'superior way of doing this.”

. Therefore, the most légicél way to proceed is to consider a variety

of possible discount rates aud then to test how sensitive the

< analysis is to each choice. Rates of 5 percent, 10 percent, ant 15
' per_sent would appear to represent a reasonable set. They should

P
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"' covet the range of time preference rates. For most social.program -
comparisons the relative values of the impacts of twg ﬁfng,ra;ns
will vary little with the choice of discount rate. In someituations,
however, substantially different results will occur.®

' If only a single discount rate is to be-used, it would appear that
“the consensus is now at a rate of 10 percent, particularly for
discounting society’s future benefits. This rate roughly approxi-
mates the return on private investment when a small allowarice is
made for risk.' However, other rates should be ‘used as well in

~_order to demonstrate the 'sensitivity of the .analysis to this ,
assumption. -~ - . . '

1

. - Accounting for Externalities ...
" Up to this point; governmental and societal impacts and costs
basically have- been calculated by aggregating the impacts and
- costs associated with the program participants. We must now be
concerned with external impacts and costs—benefits- and costs
-accruing to persons who are not directly participating in the social
- program. ' oo '

‘The questibn may be raised as to why these outside individuals

+ a should be considered. The answer is that these individuals may be
affected in ways that completely offset any value of the program.
For example, it is conceivable that program participants are placed
in jobs which would have gone to other individuals had the
program not existed. Further,®it is possible that the!program
participants replaced individuals with identical characteristics so
that there is no net increase in employment in the .aggregate or for
any particular group in society. Alternatively, the program
"participants may replace other individuals, who hold political
power with the result that the program becomes politically
infeasible because the latter refuse to allow the program to exist. '
Similar issues revolve around the question of who pays the costs of
social programs. ’ '

8 Initerms of our examiple, 8 5 percent discount rate will cause Program C to be

preferable, wh:r,gajs Program B has the highest yield using a rate of 10 percent. If an 80 ° '

percent rate is used, Program A is to be the best of the three altgrmiatives but no program
would be preferred to all three. a .
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There are two types of external benefits and costs. The first are
~ real externalities, They involve the creation of additional real
production (real goods-and services which would not have existed
before), or they use additional real resources (and therefore they
reduce the amounts of goods and services which can be produced).
The real external effects are particularly important when one is

 discussing the impacts and costs of social programs from society’s

pnig;‘ofvmw., o
: There are several simple examples of 'real{éxte,rnahl effects of
" employment-related social programs. First, there are the effects on
other members of the participant’s’ family. For instance, an

¢ individual may be provided with services which increase his

earnings. This in turn raises the family’s income. With the increase
. in family income, the spouse and/or some other, family member
‘may reduce the number of hours they work. Whereas the family
may be happier with this allocation of labor market effort, the
increment in production is only the change in the. output of the
total family unit, and this is less than the increase in the
production by the program participant, The loss in production
" which results from the reduced work effort of other family
members must be subtracted from the increase for the participant.

Another example,of effects which are external to the individual
participant but are internai to his family would be the influence of

- . the program on the invéstments in education‘and human capital
“* made by other family members. For instance, the higher earnings

which may result from a social program may be spent o the
program participant’s children’s education so that their productiv-
ity: is subsequently iicreased. There would be intergenerational

- effects of the programs which increase society’s output of goods

and services, although over a relatively long period of time in this
case. :

A third example of real externalities occurs once the program
. participants are employed. If they interact favorably with other
workers in their place of employment, the program participants
_ may either transfer skills to the other workers and/or form a work.
~roup which operates very well together. The result may be that

119
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the other workers receive higher earnings due to n:reased
production as a result of the existence of the employment-related
program.

In all three of the above cases, there are obvious effects on the
real output of society produced by workers other tnan tne
participants in the social program. There is another class of
externalities called pecuniary externalities. In these cases,.there is 2
redistribution of income to individuals external to the program but
there is no change in the real production of these individuals. For
example, if & large number of workers are trained for a particular

occupation, it is likely that the wage rate will decline (or not. -

increase as rapidly) for all workers in that occupation, including
those who had been formerly employed there. Since there is a
change in earnings but no change in the output of these other
workers, this is a pecuniary externality and not a real one. Society
has notlost any production from these workers and, therefore,
societal impact of the program is unaffected.® It should be pointed
out, however, that this redistribution of income from the
pecuniary externality may be extremely importan: to the
individuals who have suffered from it; thus, they may atic.apt {0
thwart the continuation of the program.'”

There are four other external effects which are very important
for employment-related social programs—ths displacement,

_vacuum, substitution and complementary effecis. They may be

either real or pecuniary externalities, depending ' on the
circumstances.

Disp[ac‘emerit Effects. The displacement effect occurs when a -
program participant either causes a presently employed worker to
lose his employment in a given firm or, what is moreslikely, causes

e = 1

9, The government impacty alsu may not be changed, wihiough faa icsinug will

decline frpm the other warkers, this should be offsct by higher taxes paid by ather factors
of production, A -

10. One can argue that "z reluctance of many groups to aceept equal employment
opportunily programs is an atlempl on zhf:r part 1o avoid the negative pesuniary
externalities associated with these actions. A prime example is the building trade unions
who refused to admit large numbers of journeymen or, for many years, 10 copperate with
government apprenticeship programs for blacks.

120
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_ some individual who would have been employed-in that firm not-.

-to get a job because it was taken by.the program participant. The
most overt example of this is an employer who hires program
participants and keeps them for as long as he can use them at‘'some
ewheidized rate, but then replaces them with other workers who arc

. subsidized. This .of course is a rare casc. A -INOIE wOILmGH
occurrence is the situation wher¢ the program participants possess
somewhat greater skilis due to the program than.do other wortkers.
who are available in the labor force, The program participants will
be hired .rather than the other ‘workers because the firm
presumably will - reap greater profits by hiring these more
productive individuals."! - _ -

Whether displacement causes real or pecuniary externalitles

depends on how well the labor market operates, pa.r;igmajly how
~losely the labor market approximates full ‘employment equilib-
fium and. the time period that is involved in movement from one
equilibrium fo the next. If the assumptions are made that thereisa
full-employment equilibrium at the start -of the program (all
workers are being used to their fullest capacities) and that there is
rapid adjustment to a new full-employment equilibrium, then
" those workers who were displaced would be able to move into.
alternative otcupations which at the margin pay the same wage:
rate as they were formerly earning. Any deviation in the increment
in output for society from “he increment in the earnings of the
_original program participants  will depend on the speed of .
adjustment to the new equilibrium. In the case where the
adjustment is instantancdus, displacement does not lead 1o real or
pecuniary externalities (assuming the adjustments are small
enough-so that the wage rates of the displaced workers will be
unaffected).

‘ . 11. The extent of displacement will depend upon the shapes « the demand and supply
: * cutves. In the usual case where the demand curve is downwaridsloping and the supply curve .
©  {gsising to the right, there will be less than 1otaf displacement. The degree of displacement -
will rise as the elastlcity of the demand curue declines and the elasticity of the supply curve
_rises. I the demand curve {s vertjen) or the supply curve is horizontal, there will be toial
"displacement; il the demand curve is horizontal ar the supply curve i vertical, there will b
no displacement.’ : ' o
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H‘ i:aw::ve:, Lhc:u& less than {a’ifsmﬁlm“m“ selat thergare
losses involved ini fnoving from one equilibiium to the next, then
the&r: may be real emgfnaltties involved - in dispiacement. For-®

- instance, if workers experiencé wiempldyment as they are bumped .
- down. from one Qﬁupauan jo the neai,’ this !}Eﬂ!}d cof
. \mgmpiaym:m INVOIVES .8 [eai - cost - o ;umu} Devause s
" workzrs are not producing goods and seridces. Mogeover, to the
, extent that some of the- displaced workers” do . aot. find
employmcot, their lack of employment must be rzunwd;rcd s a
- negative impact of the program The crucial question'in gigﬁumng LA
 displatement: effects is how lonig it takes for the adjustmeht
 process to occur and to what sxtent-displaced workers are tikely.to
< be unemployed: It wonld appear that the' higher the _rate of
mmp!aymem the lemger will be the period .diring which the
" displaced * w{;ﬁers are. uﬁ:mpjaggcd and the kirggf the ;z.al .-
externalities. - - . . ot

Vamun; Effef:fs Thc vat;uufn s.{fcs:: is in some raﬁpzus the
reverse of the dssp!aczmcm i effect, If individuals whkb pg:utlpate"'
in socia] progams. would have’held4jobs fiad they 1ot been-in g R
program, the effect_of prggram" pamc:pa:mﬁ is to redusn) e
~supply of labor in those occupations whigh-tiiey, left. This might - -
' «increase the wageTate in the occupation and attract workers fropn- 7 .
other cccupations with the result zhm the reduction in emploly ent ’
in this occupation would be less 1 He number 61 perso
.1&ft it 10 enter the program."’ gmn, whether there are re&l qr
pecuhiary externalities will be a function of labor Tnarket
conditions. There.are likely fo be real externalities if there is less
~ than full employment which allows Some workers to ‘take jobs - -
when they formerly would have beem unenipfoyed or ‘underem:
ployed, This means ihat thg&ppﬂ;/ unity cost 1o society in term: >f
lost groduction will be less than the cutput not produced-by ihe_
partidipants while ihﬁ}f are in the program. JIn contrast, the
vacuum effect may be negligible or have no impact ut all if there is.
“Yull cmplnyrngm 3nd thf: number of %Qrkuz, involved is xiﬂail ’

\ The ii:: ﬁf the. ﬂr:uum -'ff«m will dcf\-rﬂﬂ on the B iwi:um m‘ the é:tmm} and
. nipply curves. Ttiere will be § paria) effect if both curvss slape in The povimal dumfu no
- =it i} medgmmdi;m:h ertica) o the supply LJﬁE! warizomial, anda mmeﬂc 1l m},

demmi curve s haflmﬂuu the supply curve u\ verdcal - A S
i .t [
R A —
S ; ) L
-/ ~ .
\ { :
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substantia} feal external éffects if they remain

the Sarmings s

%

they can find fother comparable work, casily, the fosses will be
minimal in trms of output F{zrggmw Hm'ev e, there will be

unsmployed for
long petiods.

Complemeniary Effusf fm:p . there may he seal rositive

evternatities and social gains vven if there is no unemployment,

when the placement Q1 Lo progrant {Jafiiug st m O lddds Tu ol
Being hired, Tﬁghncsicgg. is such that 1obs are gc:zmriimmxmr y in

some industrigs. 1f one job is vacans, other jobs which ore

dependent upoh it cannot be filled, For example, a shortage of
COMPULEr Programmers A limit theuse of sﬁmmp\ﬁmg and the
need for keypunch operators. In fhf’sa cas . the smgﬂﬂ‘ssﬁim‘zi in
and ;m;‘sia ment Q1 thy o 211y 1 *“11 sl g.ffﬁ
broouies 4 computer operator in the u:ﬁm;ﬂu undersiates the
Benefity ﬁhsm soeioty receives. The complementary workers.
{Lt}imngh operators) have higher earnings Or more employment’

~ than they woul 14 Bave: these, tao, are benefits resulting from thc

program. The extent of such complementary effeats will be based
on the labor market situation and technology in the industries
which program participants are placed, For the complementary

effects 1o occur there need 1o Be hottlenecks, which are most likely

e oceur only as the cconomy approfches full emplmmcm It

would appear that f the pgmzupmh il job opediogs” Dy
dispiacing other workess zitm, are Hkelv 1o 2 lited m.npiﬁmg iary
effecis. . :

%&i(;fnu‘éﬂsic» arc

Measuring the Externviities. By deftrdiion,
difficult 10 measure. They. require identificason of the parties
antside the program and the compasison of their situations in the
presence of the program with what wo bove happened ingts
absence. For members of the pord 15" famitivs, such
procadures are relatively casy ~he families of conirel or
companison froun mezmi*u' will represent the sitsanon without

_the program.

The other
F?{ﬁas‘-ﬁ[L?ﬁLi"Li FEET S L "
individuals who would have boen

der Aot lend  themsel
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participants not hired first, nor is there a way 10 identify the
individuals who are hired when program participants do not apply
for a job that they would have filled were they not in.a program.
The best that appears possible isto realize that the externalities are
dependent on the level of the economy and the size of the
program, to examin¢ them, carefully, and (o present sOme
alternative assumnptions about the displacement, vacuum, substi-
ution, and complementary efiztis.

Seconddry Impauts. In the preceding section the discussion
concerned direct effects of social programs on persons external to
the programs. There may also be indirect effects of the spending
for the programs—the secondary or multiplier effects of the
nrograms. In its simplest form, the logic runs as follows. Social
prograins represent an increment in expenditures. As the monies

for the program are spent by the program participants and the

program’ staff, the result will be greater income for other
individuals who receive the funds. These individuals will, inturn,
spend more. To the extent that resources aré unemployed, the
cxpenditures will cause increases in production thiough the
multiplier effect, These secondary effects could also be included
among the impacts of the program. o

Most cvaluations, however, ultimately conceri™ ke choice of
alternative program expendifures or a reduction in tajgs. These
aliernatives will. also have sccondary effects, and it becomes
merely a question of how the multiplier will be called into effect
and not whether it will ke applicable. Since all programs will have
a maultiplier effect, there seems no point in condidering it directly.
One need not multiply the benefits by a fixed factor {(such as a
multiplier of two or three) since all programs will presumably have
such a muitiplier.® : '

prop
gt the Intier case same of the
fr: mby have « fugher

e employment Do
tipnds, Al soveranrent capendit

v odiffeien

multiptier then publc ey
eapengiluie prplave
+ 1han 4 tax ool

5 however, 18 not

#
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‘While the use of an G\'&fal! multiplier applied. across the beard
dneg not appedr useful, the geographic: distribution of programs
may cause them to have different impacts because the degree of
unemployment varies.considergbly between. areas. There will be
~ pockets of unemployment andgsjépressed regions even in periods
of relatively full employment nationally. Spending in areas where
there-is high unemployment_ will pmduc&greater real pmductmn‘
gaine than will equivalent amounts spent in areas of full
empr_zymgnt where the addmangﬂ spending will only lead to
~ higher prices. In the case of emplaymgnbrelated social programs,
" the effects are probably much more localized than the effects of
alternative development projects. Most of the axpendltures for the
program would go toward the .purchase of servides and income
maintenance payments rather than for capital goods. Since the
expenditures for services and income maintenance would be spent
in the area in-which thg program occurs, most of thé program
é.«ipemhtures remain in the :Dmmumty. at lcast in the first round.
- Of course, as the income is spent on manufactured gocds in the
‘second round, it will most fikely move outside the geaggaphxc area
in which the program occurs. One would expect to find, however,
greater increases in - real productivity in areas with high
~ unemplc e« ~ent, than in those where there is full emplayment

; ‘While it is possible to indicate the direction of seccndary effects,
as was the case for externalities, it is impossible to measure these

ef fects with certainty. We,. therefore, are faced with thé situation
where we must attemnpt to estimate the external and sedondary -

effects of social programs whenever possible while, at the same
time, realizing that we-are probably able to touch only the fip of -
‘the iceberg. It is because of our ignorance of the submerged part
of the iceberg that we should be very cautious in using the results L
" of our analysis. "

Making Program Decislons

In Chapter 2 we outlined a series’ of many diff’ereﬁt'tyﬁes of

possible criteria for measuring program-impacts. Any or all of
these criteria may be considered to be important by-a decision
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maker evaluating a program. Therefore, a measure of program
impact and cost should be calculated for every criterion which has
been examined in the analysis. ’ : '

Combinations of Prcgram Impact and Cost Measures. The
basic tools for combining measures of program impact and cost
are benefit-cost and cost-effectiveness ratios.'” These express the
total or average amount of success (net of losses) per dollar of
cost. Further, since the benefits and-costs occur at different times,
the ratio should show the present value'of each, i.e,

EX

=

o B /0 +0Y
Present value c:ft}enefitﬁsr _ =1 :

P e
Present value of costs n

T s (Cy /1 +DY)
t=1,

{

1

where By and C; are the benefits and costs for each yeay in which -

__they occur, T is the discount rate, and t is the year. Usually, both -

terms in the ratio will,be positive. This indicates that while the
program produces benefits it involves the use of resources to.
accomplish thjs gain, When a benefit-cost ratio is greater than 1, it
indicates that the present valye of the economic returns exceeds
the present value of the costs of the program. If the ratio is less
than lgghiswindiqates that the program costs more than the value of.

the resources gained from it. For noneconomic gains; a subjective

* weighting is necessary. o

Whereas the benef it-cost ratio is probably the most widely used
criterion for evaluating projects, it suffers from several pés%ible;

" shortcomings. Firsts if either term in the ratio is negative there are

problems of interpretation. A negative numerator and a positive

i

- denominator indicate that not only are the original costs never

7. The expression is a benefit-cost catio when the criteria of success 2r€ measured in
‘dollars (such as increases’ in participant earnings) s0 that the numerator and the
- dendminator are expressed in dollar terms. If the numerator is expressed in a unit other

" than dollars (such as number.ofpersons cmployed or change in score on a job satisfaction

scale), the expression is a cost-ef fectivencss ratio.

Sy

P
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recovered, but in addition, furtherlosses are incurred after the
~conclusion of the program. On the other hand, if the numerator is
" positive and, the denominator is negative, the program not only
generates successful outcomes on its completion but also provides

- mMOore 1esources durmg the program than it consumes. If both the
numerator and, denominator ‘are negative, the net gains are
generated dunng the period of the program while net lgss_gs occur
- after the completion of the program. Such a situation is highly
unusual.

A related pmblem w1th benefit-cost ratios is that. one must be
clear as to what constitutes a benefit and what constitutes a cost.
Earlier, we suggested that costs include those changes which occur
during the course of the program and that impacts are any changes
which occur after the end of the program. However, because
different programs occur over. different periods, it becomes
somewhat difficult to apply the ?&ﬁmtmns of benefits and costs
equally 'to all programs. Yet, this can become crucial in ‘the
calculations of benefit-cost ratios. For example, tome employ-
ment-related . prcgfg.ms provide onc<the-job training or work
experience where the:participants produce useful output while they
are in the pmgrarn The magnitude of the benefit-cost ratios will
- diffey, depending on whether this output.is considered as a benefit
and added to the numerator or a- negatwe cost and subtracted

“from the denenunator

A third prcblem with the benefit-cost ratm is that it rEquxrgs
“that a rate of discount be established to find the present value of
- the benefits and costs. .As discussed earlier, the selection of a
part;cular discount rate may be subject to question, partmularly
. since_the ¢hoice of rate may determine the magnitude of the
' beneﬂt-cgst ratio. However, one does have the Qppurtumty té

make a sensitivity analysis to find out how the benefit-cost ratios
for dlfferenz projects vary in their ranking if different discount -
rates are used. When such differences occur, another combination
* of benefits and costs may be more appropriate. :

When the numerator or the denominator of a berxcfit—cgst ratio
is negative or there are substantial problems in differentiating -
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benefits and costs, another, combination of impact and cost
measures—the net present value which gives the net value of the

*.  gain from the program—is usually more appropriate. This may be
expressed as: . ' ' ‘

: 4 .
\he present value of benefits minus the present value of costs -

\ M ) ‘Ur s =
n n »
S B/ +0h)— = (C/+nh ' ' '

=1 t=1

nu‘

It sbows the present value of the additional resources which have . i
f been gained after costs have been deducted. Therefore, the net
: present value must exceed 0 in order for the program to cover its
costs, .’ . . : o -

“~While the net present value combination solves the problems of
‘negative costs or benefits and the definition of benefits and costs,-
it, too, suffers shortcomings. These include the problem of
choosing a discount rate-In addition, it siiould be obvious that thet”
, net present value can only be calculated when both the benefits
s and costs are expressed in the same units, as is also true for
benefit-cost ratios. Dne/"cammt subtract apples from oranges or
dollars from units gained on a satisfaction scale. Also, when
comparing alternative programs, the net present value is
appropriate only when the expenditures on the alternatives can be'
the same, Otherwise, there will be a tendency to choose the larger
., project. For example, using present values for both cases, Project
' A may have a éGS/L/' of $10 million and a benefit of $100 million
while Project B has a cost and a benefit of $100 and $200 million,
. respectively. The net present value of Project A will be $90 million
- while that of Project B is $100 million. Project B appears superior.
+ Yet, if Project A could be expanded it would be much more
profitable:!* y e
18, To rﬂitigﬁ:e this pmblém it may be useful to calculaté the net present value per dqli&rl
of cost. Once this is done, however, the problems of definition of benefits and costs and the
trestment of negative benefits and costs, as observed with the benefii-cost ratio, reappear.

.o 1.y
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A third measure, whea Both the numerator and denominator

are expressed in dollars, is the internal rate of return. This is the |

annual discount rate which will equete the total benefits and costs.
To estimate the rate of return the following equation is solved for

r
(B o\ _,
1\a +lr)t- a+nt ) —

Fer a pregram to be sueeessful it must have a return greater than
-0, To be better than an alternative pragram, it must have a l‘ugher
rate than does the alternatwe; :

g o

The, obvious a vantage of the internal rate of return appreaeh
over the others is'that it does not require an explicit discount rate
and thus avoids the problem of choosing one. Also, it makes no-
- difference whether a particular change is labeled as. a negative
benefit or a pesmve cost. The internal rate of return suffers,
however, frosn other shortcomings. Mest important-of .these is
that it cannot be calculated without the ‘use of computer facilities.

 Should a Pragram be Continued? "The answer to this question

usually "depends on what alternative programs are available. -
- “General agreement should exist on the discontinuation of certain
types of programs. A program should be ‘ended when no
redeeming features are found after consideration of all criteria of
success— where all lmpogtant dependent vanables are meesured
effectlveness ratm has a pesmve numerator or a negatxve
denominator, These criteria will be met very mfrequently if only
because it is usually impGSSlb]E to quantify all of the;’dependent
variables. Therefore, the program decisions must be based on a

comparison ef alternative programs. _ A N

Compansen .of Alternative Programs ‘In very few cases, oné
program is superior to another when eempared on all of the
erlferla that we have suggested In these cases the course of action

F.

i
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is clear; the superior program should be expanded. (This is based
on the assumption that average benefits and costs are positively
related to those at the margin.) More often, one finds a program
which is superior:in some areas but inferior in others. The choice
of program expansion and contraction under these circumstances
depends upon the preferences attached to each of the benefits. For
example, a skill training program may be more effective than a
remedial education program in. raising the earnings and reducing
the unemployment of the participants, but the remedial education
course may lead to grcater personal satisfaction and improvement
in race relations.!® Assuming that only one “program can be
expanded, a choice must be made as to which is more important—
-~ increased earning and employment or psychic and behavioral
~ improvéments. Once explicit weights showing relative importance .
are assigned to each of these impacts, the program decisions can
.be made. The weights should be explicit so that others who have
different values can also use the analysis. ~

~ There are two strategies which may be followed in- assigning
relative weights to program impacts. The first is for the decision

maker to provide -the evaluator with the weights of various.
benefits before the evaluation is begun. The evaluator will then
. examine only those measures of success with non-zero weights and
will aggregate his findings to arrive at a single overall measure of
program effectiveness. The advantage of this approach is that it
does not consider goals deemed irrelevant (those given no weight
by the decision maker); therefore, it may be more economical and
efficient.’ Its major shortcoming is that the weights assigned to
L :
e — T —— . : !

19. So far the discussion has concentrated - on the economic benkfits, where the

numerator can be expressed in dollars. &lth@ugh;noneeméﬁiic benefits cannot be stated in

- comparsble terms, it 1s extremely important that these benefits not be ignoréd. It is useful,

- therefore, 0 present the noncconomic ,;E)Slae,ffgﬂivsﬂs«ss ratios in tabular form for the

decision maker to use along ¥ ith the economic data, These will take the form of ratios of

. theincrementina noneconomic benefit divided by the cost of achieving that increment. For

o instance, the remedial education program may increase personal satisfaction by 2 points on

¢ ascaleof 20atacost of $50 to achieve that increment in satisfaction. The ratio then would

- be 1:25. The skill training might increase the personal satisfaction by 1 point for a cost of

! £100 for a rativ of 1:100. It will then be up to the decision maker to assign relativé weights
to the beilefit-cost ratio and to each of the cost-effectiveness ratlos. ' .

Q
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impacts differ among decision makers and over time, For this
reason the alternative approach usually is more practical,

In the second strategy the evaluator calculates the benefit-cost
or cost-effectiveness ratio for every impact which might  be
relevant for each program being examined. If consideration of all
possible  impacts is not possible because of cost or  other
limitations, the calculations should at least be made for all impacts
which are thaught highly' relevant. The ratios for alternative
programs can then be compared in a single table.?® This procedure
allows each decision maker to assign the weights that he believes
. are most appropriate and to arrive at a decision of overall program
value, If circumstances change, the decision maker can redefine
the weights he wishes to use and simply ‘recalculate the relative
performance of the programs. The weights should be determined
independently of the results of the analysis; otherwise, there is a
great post-analysis temptation to find the weights whigh will make
the analytical results-conform to previous prejudices. -

Improving Program Efficiency. The same procedures could be
used to compare the benefits and costs of the components of a
particular - program i DI‘dEI‘ to determine ‘the most efficient
combinations of components. The multivariate analysis. proposed
earlier mcludes the effects of the presence, the duratlon and the '
quality-of program components on each of the mehsures of success
and cost. '

There may be a component which has no benefit-cost ratio
greater than 1 and no positive cost-effectiveness ratio for any of
the possible criteria. Such a component probably should be
dropped. In some cases, however, components have to be treated
as complementary sets. For example, diagnostic testing by 1tself ’

20, Suc:h a mble might take the fﬁli@winé form: e

Bfﬂéﬂt!‘:ﬁsl or Cost- Effecliveﬂéﬁs Ratio

Cntcﬁa af success Fmgram A Program B Prngram C -

Increased pmdugt;gn ) 3.0 20 10

Reduced un:mplnyrr;nt 1 week/$1, DDD — 2 weeks/$1,000 ' 3 weeks/$1, 000

Increased taxes - 2. D : 20- 20 i
. —
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will male no improvement in the individual’s behavior; without it
useful counseling may be extremely difficult. It is more likely,
however, that components will vary in their effectiveness,
depending on the criterion of success. Once more, a tabular listing
for each component can be made, including the benefit-cost or
cost-effectiveness ratio for each of the criteria in order to facilitate
the choice between components.

Matching Clienis and Programs. Finally, the sam¢ method of
analysis and presentation may be used to identify the effects of;
various programs and components on different types of
participanis to determine the best combinations for particular
groups of potential clients. The multivariate analysis would show
whether programs or components produce differential success Orf

“ costs, depending on the types of participants. From these data,
~ benefit-cost and cost-effectiveness ratios for a particular group of -
: participgnté couid be calpulatcd for all programs and components.
Once more, the weighting of tabularly presented values will allow
cross-program and roSs-COMpPONENt COMparisons.

Steps for Evaluating the Impaet of Employment-Related
Programs: A Summary

- In our opinion, the impact of all employment;relatcd social
programs should be systematically’evaluau:d with such evaluations
beginning as soon as each program becomes operational and
- cortinuing on a periodic basis. The preceding discussion provides
what may appear 10 be a confusing number of alternative
approaches to measure the impgcts and -costs of employment-.
related programs. Ilere we wish to compress that discussion and to
outline what we feel would be a uscful procedure for measuring
program impact. The steps include the following:
1. Examine the components, clients and operating conditions
.of the program. i .
a) Determine what is the nature of the program, how Jarge it

. is, and with what other programs it is comparable.
L v
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by Identify who are the vropram’s clienss and how they are
recruited and selectes,

o) Determine in which iavor markets the prograsy operates,

who are the progiam operntors, and kow the program is
supportéd. '

. Determine the possible impacts of the progran.

a) Determine the goals of the program as perceived by the
commissioners of the evaluation. '

bY Determine the goals of “significant cthers™ whe may
make wuse of the cvaluation—program oparators,
politicians who originate or review such programs, other
evaluators (possibly through publications), and program

participants.

¢) Review evaluations of similar programs to determine the

impacte they nexd and seperially thees which were

(I

significant.
d) Think of all other possible impacts.

¢) Identify the impacts with the party being affected—
society, government (or a particular unit of govgrnment),
employeris, participants, and participants’ fagfilics.
v 1 i

, w , " {
. Establish one or more measures of each impact.

3 4 oy .
a) Use existing scales and insfruments™when possible.

b) Apply marginal productivity ihicory 1o estimate souiely's
gains from individuals’ carnings gains. '

¢) Be concerncd with the validity of the measures.

. Determine which impacts should be measured.

a) Foilow the pfif:ci;alg that it is better to measure (0o many.

" impacts than to omit oné which is important, noting that
priorities for programs chiage with economic conditions
and politicians. .

-
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'd} indicote how these f’*if’n?znem are gui:;;ez:: w the
“assumptions made in the eﬁumaﬂgﬁ mu&a& '

) Present your i‘kﬁil ﬁtmgu. for the {‘Lii\?iﬁ{iﬁ of 1he
-~ program. - ,

' f) Suggest any impfmmlg:ﬁt% in program f:zfxr:wzm:y which
afe derived from the analysis. :

Limitations on Evslostion Techniques

There are three basic Hmitations. on the impact c¢vaiuation:

methods we have presented which shaulé. ahmyg e kept in mind,
First, the analysis will be based ‘onily on some of the ¢riteria of
sucoess and only on some of the costs of secial programs. Our lists

Qf impacts and costs are admittedly incomplete. Even if more were
added to each list, constraints on fime, funds, and ability would
fimit the materials which could be considered and important
criteria might be omitted. More important, however, we consider
only those criteria of success and costs which can be measured;

ignored are those which cannot be measured. For these re:asans the

judgments which are made about the programs, Lﬂmﬁﬂﬂgﬁ&; and
participants may not always | *w right.

- Segond, even for measurable cmg:m COrredt maiuaimﬂs of

. sogisl prow - ns cannot always be designed. We have argued that

rapdorn sesenment o experimental and control eroups will
permit considerably -more accurate and: trustworthy evaluations

than will other methods of sumole selection, There are still threats'

1o external validity involved, however, which may limit the
géneralizability of the findings. Not all variables which could

conceivably inlluence the sutcomes and costs of social programs .

can by included in any analysis. Therefore, an observed

‘relationship may. be due to some other {actor which is correlated

with ihe two variables being examined. For example, it may b
found that on-the- jﬁh training has higher benzfit-cost ratios than
dots institutionad raining. I, however, the local unemployment
rate {8 nod 2 variable in ihe analysis, and the ‘uuly?s.d CoLses are

in izbor shortage arcgs, the returm o athedob taning might fali

1.4 .
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if that program feplaced iﬁsﬁtuticna!':mu.rses' operating in

depressed areas, Likewise, we measure relationships which exist

“for a given period of time. They may change over tme as other

 unanalyzed variables change. Thus, while the ratios obtained from

this type of analysis may be accurate for the group under study,
they may be difficult to generalize. T S

The thirg limitation has been diss;jusgsc;iﬁefﬂfe, The estiinates of

 benefits and'costs are usually averages for the programs, They do'

not measure directly the effect of changes in program size. While

* -one program may have considerably higher average ratios than
* another,- increasing the size of that program may fead to smaller

-

gains in success per dollar.of cost than would occur by increasing

the. program with the lower average ratios. Until further.

i N

information is available on marginal gains and costs, we can only

- assume that the effects of chianging the size of programs wil be . .
directly related to their ratios of suceess L0 COSIS. :

Finally, there is a ‘pr@blém which this primer hopes. to soive.
Evaluations to date have been on a program by program basis,’

each using different methodologies. Typically, each study vses a_

different type of control or comparison group and a different way

of handling externalities and secondary effects. Data sources;.
types of questions, aid measures of benefits will differ with each
study. Different periods will be used for projecting penefits and

~ different discount fates will be employed for estimating present

1o by complexitiz!.

values. There will be similat differences in the wechniques for ‘cost
[measurements. in Ofder i inéac o regubie of the studies

comparable, all of the assumptions and techniques need to be

equated. 1t is our hope that if evaluators follow the ideas and
procedures presented in this primer, there will be sufficient
similarity among individuni studies to make them comparable.®'

mm—— e

Z1. The best aligrnative spprant ia be to eondud muhiprogsam evplustions where 5.

_conscious effon is made w evajulile moTe than one progam saing the same 1echaiguss,

gm!npqism. Limg peried, aed 10 forth, While mehedologioally this piocedure 13
pyeferend, the smatancous svalusion p! 3 numbe of DIOREEMSE ;tﬁﬁigg ;ﬁaﬁé::jnbk
tesouroes, and g.uﬁlﬂiﬁgﬁn; such & projoet BCOMG S major jok which may Tioynder dus

|
I;

Lo
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A Finﬂ Word for !mpgct Eva!naﬂun

. 'I‘hg type of analysis we have prapused is difficult to cgmiuct

“.and obviously filled wjth pitfalls, It may not be correct when

o completed, There aré“reasens for its usé, however. It forces those .
. respansxblg for social programi decisions to attach weights to thé:r

" goals and to quantify the success-and costs of a program as far as‘

s pnas‘ble rather than. rest’ content with vague quahtau e
~ judgments and personal hunches; This is abvxcuslya good thing n
- itself; some information is better than none. Also, it has the very
- valuable by-product.of
not have been asked. Fhere.is a. conszderable expansion in qae :
._Qutlaaig with which.ftheé programs, are viewed; from da;ly

ising questions which would otherwise o

' 'gperatianal guestionsfo the broader perspectives of social impacts o _

,,.and costs. Thus, even though impact evaluation may not- a._lways !
give the *‘right’”” answers, it may lead to the asking of mére-

“*“right”” questions if used sensibly. As experience and EKPETLJ&E are
acrumulaied this H“eihﬂd,.;;h@ﬁ d lead to better answers. ‘

£

g 4y
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Exercise §-1 o )

Y ‘ . : .

. Amy R’ has recently‘\completed high- school and is contemplat-

- ing her futtirg She has several alternatives from which to choose.

H

1) She Has béen offered a job as a sales trainee by a large
-man{uf,acm:ing‘ﬁnnf They will start her at a salary of $7,000 .
*. per year with guaranteed increases-of $1,000 for the next two-
years. After that point she will bé paid commiissione only:
Successful salespersons earn $25,000 per year, tuo. 10 .
percent of all trainees will gvgntuélly fiointe Lids
classification. An additional 40 percent average 3150 1 ©
 year. The remainder average $10,000 per year.

* 2)'She can . énter an apprenticeship to become,a carpenter.
Under the terms of the apprenticeship she will earn $3.50,
$4.25, and $5.00 per hour, respectively, for the three years of
the apprenticeship and expect t0 work about 1,800.hours per

.year. When sfie completes the program and receives her
 union card, shé will make $7.00 per hour for 2,000 hours of
vork. - ' .a : -

lege and study to be an accountarit. The four
years of school will cost $3,000 per year in tuition, room,
‘board, and other out-of-pockét costs..Accountants .earn
about $12,000 1o start and increase to average earnings of
$15,000, $20,000, and $30,000 per year aft%r five, ten, and

twenty years of experience, respectively.

3) She can enter col

) !gngﬁng her vabilities’aﬁd interest, what igonsideratians should
Amy R. consider in choosing among the alternatives? Under what -
circumstances would each of the alternatives be preferable?

Iy,
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The NEtlQnBl Institite for Ccnsemng Energy (NICE) has
awarded the City of "Podunk a $1,000,000 grant to hire’
unemplayed older persons to winterize and insulate homes and
apartments in low income neighborhoods.of Podunk. The workers,
are paid the minimum wage and the materials areé purchased,
directly from the natlconal manufacturers at the manufacturerq
cost.: - : )

Qe:mgressman Jae Nathan who represents the dxstnct which
includes Podlmk has received the following letter sxgned ]cxmtly by
the Podunk Insulating Contractors 'Association, Local 57 of the -

" United Insulators Union, and the Bmldmg Supphers Assamatmn,

cntlcgmg the program:
Dear Congressman Mathan:

" As a champion of the free enterpnse system, we know you
will want tq deal with yet another example of federal

o mterference in the free market. Several months ago your office

announced a large grant to the City of Podunk which was
designed to reduce unemployment from its present high rote of
12 percent by h:rmg the unemployed to carry on msulatmg
work. :

" ment than it is scivmg We msulate hgmgs thmughaut the clty,
in all of its ncighborhoods. By the: hfm" of the unemployed

older workers .at substandard ‘wages, the government is.

substituting their labor for those of our members. Furthermore,

* by purchasing supplies from the. manufacturers, the city is
depriving local building suppliers . frcm prowdmg theu normal
SEWICES

The result of these actions cguld be ruinous to the msulatmg

industry of Pgdunk Mr. Nathan, we are counting on you 1o -

stcp this bureaucratic blundermg and save our jObS

J

=

%
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Cangressmsm Nathan has fsrwarded the letter to the Director of
 NICE. You have teen instructed to examine the issue and write a
repb for thg Dxrector ‘

1) What addmnnal mférrnatlep wguld yau like to have abc:ut’

" the situation? ) ;o

2) Write the reply assuming that you had all of the relevant'

facts . -



135

. Ashenfelter, Orley. ‘‘The Effect of Manpower Training on
Earnings: Prehmmarv Results,”” Technical Analysis Paper .
No. 12B, office of “Evaluation, Office of the Assistant
Secretary for Policy, Evaluation and Research, June 1975.

'
L

;Ashenfetlte:r; t)rleyg “Esti;ﬁating ‘thé Effects of Training
Programs on Earnings,” The Review of Economics and , -
Statistics. Vol. 60, No. 1 (February 1978), pp. 47-57. , s

. Boruch, RDbElS;#F “On Common Contentions About
Randomized Field Experiments,”’ - Evaluation Studies ,
Review Annual. Gene V. Blass, ed. Vol. 1. Beverly Hﬂls ..
Sage Publications, 1976, pp. 158-194.

4. Boruch;, Robert F. and Henry W. Rlecken;- eds. Saéz‘izl
Experimentation. A Method for Planning and Evaluating
- Social Intervention. New York: Academic Press, 1975.

>

4

LFN]

5. Borus, Michael E. “Time Trends in, the Benefits from
Retraining‘in Connecticut,” Proceedings of the Twentieth -
Annual Winter Meeting. Madison, WI: Industrial Relations.

* Research Assnmatmn 1968, pp. 36-46.

*. 6. Borus, Michael E., ed Evaluatmg the Impact of: Manpawer
‘Programs. Lemngtm_'l_ MA: D. C. Heath and Co., 1972.

~ * 7. Borus, Michael E. and Edward C. Prescott. *‘The Effective-

. ness of MDTA Institutional Training Over Time and in
“Periods of. High Unemployment " American Statistical _
Association 1973 Proceedings of the Business and Economic |
Statistics Section. Washington, DC: Amencan Statlstu:al )
Association, pp. 278-284. st '

i - 8. Cain, Glen G. “Regressmn and Selection Madels to Imprave

B Nnnexpenmemal Claims,”’ Evaluation and Experiment:

Some Critical Issues in Assessing Social Pragrams Carl A,

Bénnett .and Arthur A. Lumsdame, eds. New York:
Academu: Press, 1975, .




136
9. Campbell, Donald T. «Reforms as Expegiments,”. Handbook
of Evaluation Resear ch. - Elmer Struening and. Matcia
Guttentag, eds. Vol. 1. Beverly Hills: Sage Publications,

1975, pp. 71-100. AN

10. Campbell,- Donald T. and Ropert F: Boruch. “Making the

~ .Case for Randomized Assignment -to Treatments - by

Considering the Alternatives: Six Ways in Which Quasi-

. Experimental Evaluations in Compensatory Education ‘Tend

‘to Underestimate . Effect,” Evaluation and Experiment:

Sdme Critical Issues in Assessing Social Programs. Carl A.

‘Bennett ‘and Arthur " A. Lumsdaine, eds. New York:
‘Academic Press, 1975.. : A :

11. Campbell, Donald T. and Albeft Erlebacher. ‘‘How
egression Artifacts. in Quasi-Experimental Evaluations
¢an Mistakenly Make Compensatory Education Look
Harmful,”” Handbook of Evaluation. Research. Elmer
.. Struening and Marcia Guttentag, eds. Vol. 1. Beverly Hills:
Sage Publications, 1975, pp, 597-617. "

12. Cam pEell, Donald T. and Julian C. Stanley. Experimental and
"QmsieExpErimemai Designs for Research. Chicago: Rand,
* MyNally & Co., 1971.

13. Director, Steven M. *“Underadjustment Bias in the Evaluation
. of Manpower Training,"’ a report submitted to the Office of
Evaluation, ASPER, U.S. Department of Labor, NTIS
Accession: Numbér PB 270525, Springfield, - VA: National
Technical Information Service, 1976.
14. Donnelly, Bernard P. “Cheap Shots and Costly Pay-Offs: A
" Plea for Purpose.in Public Programs,’ ' Public Administra-
tion Review. No. 2 (March/April 1977), pp. 181-186.
{5. Ferman, Louis A. ‘‘Some Perspectives on Evaluating. Social
Welfare Programs,” The Annals of the American Academy
of Political and Social Scierice. Vol. 385 (September 1969),
pp. 143-156. - *



155

17!

19)
20@

21,

22,

23.

: {137"‘

Facz:s on Manpower Planning: 2- Mmztanng and E ualuanaﬁ.
Washington, DC: National League of Cities, United' States
Conference.of Mayors, December 1973 \

Hardin, Einar and Mmhael E. Borus. The Economic Benefits

-and Costs of Retraining. L:mngtan, MA: D. C. Heath and
Co., 1971. :

. Heckma.n, James J. “The Common - Stmcturg of Stansugal

Models ‘of Truncation, Sample Selection, and Lumted
Dependent ‘Variables and a Simple Estimator for Such
Models,’”! Annals of Eca’?mmxc and Social Measurernent
an 5 No. 4 (Fall 1976),-pp. . 475-492.

Hu, Teh—wex, Maw Lin Lee, and Ernst W. Stmmsdagt‘er
. “Beonomié Returns to Vocational and Comprehensive High

School Graduates,” The Journal of Human Resources, Yol..
VI, No. I (Winter 1971), pp. 25-50. _ .

-Judy, Richard W. “Costs: Theoretical and Meth@dclugiéal ‘

Issues,”” Cost-Benefit Analysis of Manpower Policies.. G. G.
Somers and W. D.“Wood, eds. Kingston, Ontario: Industrial
. Relations Centre, Queen’s Umversxty, 1969, pp. 16-29.

Menzl, Donald. ‘‘Developing a Performance Ratmg System-.
for Manpower Training Programs,”” Evaluation. 2(2), 1975,
pp. 50-54

F‘ltcher Hugh M “A Sensitivity Analysis to Determine
Saiuple Sizes for Performing Impact Evaluation of the
CETA Programs,”’ Evaluating Manpower 1 Training Pro-
grams. Farrell Bldch ec} Greenwich, CT: JAI Press, 1978

‘Prest, A. R. and Ralph Turvey. ‘‘Cost-Benefit Analysis: A -

Survey,”’ Surveys of Economic Theory. Val II1. New York:
St. Martm s Press, 1967.

.-’RGblﬂSﬂl‘l Jahn P., Robert Athanasxcu and Kendra B Head

Measures of Gscupananal Attitudes and Occupational
Characteristics. Ann Arbor: Institute for Social Research,
University of chhxgan, 1973,

N 144

o



138

25, Rcb;ns-:}r! John P. and Phillip R| Shaver. Measures of Social
Ps:yehaiagical Attitudes. Atin Arbor: Institute for Social
Research, University of Mxehxg&l 1973, :

* 26. Robinson, John P., Jerrold G. Rubk, and Kendra B. "Head.
Measures of Pahzical Attitudes, Ann Arbor: Institute for.
Social Research, University of Michigan, 1969. \

27. Salasm‘ Q‘Susa.n “Exploring ‘Goal-Free Evaluation: AR
‘Interview with Michael Scriven;” Eva[uﬁnon 2(1), 1974,

28. Scnven, Michael..” !“The Methodalagy of Evaluation,”
- Perspectives of Curriculum Eualuanan AERA Monograph
= Serieston Curriculum Evaluation, Chxcago Rand McNally, -

1967. :

),29; Scriven, Michael. “‘Pros and Cons About Gca] Fr’ee
Evaluanan.“ The Journal of Educational Evaluation. Vol,
3, No. 4 (December:1972), pp. 1-7.

30. Smith, Ralph E. “T he Opportunity Cost of Participating in a
Training Program,’’ Journal of Human Resources, Vol. Vl
No. 4 (Fall 1971), pp. 510-519.

_31 Somers Gﬁfald G. and Graeme H. Mckﬁcchme “Yocational
Retmﬂnng Programs for the Unemployed,”’ Proceedings of
the . T wentjeth Annual Winter Meeting. Madison, WL

Industrial Relations Research Association, 1968, pp. 25-35. - . -

32. Somers, Gerald G. and Ernst W. Stromsdorfer. A Cost-

Effectiveness Study of the In-5chiool and { Summier Neighber

hood Youth Corps. Madison, WI: industrial Rclauﬂns
Research !nstltgtc University ai‘ W:scensm, 1970

33. Siiits, Daniel B. Sratistics: An Intraduc'ﬁan to Qu&nmauve
- Economic Research. Chicago: Ran9 McNally & Co., 1971,

34..U.S. Department of Labor, Employment and Training
Administration. Self. Evaluation of CETA Manpower
Programs: A Guide to Prime Sponsors. Springfield, VA; -
National Technical Information Service, 1976,h€

L4y



139
35 WE!SS, Carol H. “!memcwmg in Eleudtloﬂ Research,’
Handbook of Evaluation Research. Elmer L. %tmcmnﬁ and
Marcia Guttentag, eds. Vol 1. Beverly Hillst >age
Publications, 1975, pp. 355-395.

36. Wholey, Joseph S., John W, Scanlon, Hugh G. Duffj, James

© S, Fukumoto—and Leona M. Vogt. Federal Evaluation

Policy: Analy;mg the Effects of , Public Frc;grarfs
“‘Washington, DC: The L’lbm Institute, i‘?‘?O

I. i [



